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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


At  the  end  of  December  1997,  the  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was 
$  1 .41 2  billion,  with  the  private  contributory  account 
having  a  balance  of  $1,356  billion,  and  the 
governmental  contributory  account  holding  a  $56 
million  balance. 


1997  REVIEW 


The  Massachusetts  economy  continued  to  improve  in 
1997,  with  the  unemployment  rate  averaging  4.0 
percent  for  the  first  eleven  months  of  the  year, 
compared  to  4.3  percent  for  1996. 

The  strong  Massachusetts  economy  and  low 
unemployment  rate  resulted  in  a  $  5 1 7  million  increase 
in  the  year -ending  private  contributory  trust  fund 
balance,  from  $839  million  in  1996  to  $1,356  billion 
in  1997.  The  $685  million  in  benefit  payments  in  1997 
were  down  $32  million  from  the  $71 7  million  of  the 
prior  year.  Private  contributions  rose  to  $  1 . 1  34  billion 
in  1997  from  $1,047  billion  in  1996,  an  increase  of 
$87  million.  The  December  31,1 997  account  balance 
of  $1,356  billion  was  approximately  twice  the  annual 
benefit  outlays  of  $685  million  and  enough  to  finance 
twenty-four  months  of  benefits  at  current  levels. 


Division  of 
Employment 
and  Training 


This  report  is  prepared  by  ttie  Economic 
Research  Office  of  the  Massachusetts 
Division  of  Employment  and  Training. 
Questions  can  be  directed  to  DET  at 
(617)  626-6600. 
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ASSUMPTIONS  USED  IN  THIS 
FORECAST 


For  this  benefit  financing  simulation,  DET  has  utilized 
the  forecast  produced  by  Standard  &  Poor's  DRI  in 
November  1997. 


The  total  unemployment  rate  is  expected  to  remain 
very  steady  throughout  the  forecast  period.  The 
January  forecast  shows  the  unemployment  rate  at  3.7 
percent  for  both  1998  and  2002  and  3.8  percent  for 
the  three  interim  years  of  1999,  2000  and  2001 .  The 
October  forecast  showed  an  unemployment  rate  of 
3 . 8  percent  for  the  entire  1998-2001  forecast  period. 


The  assumptions  from  the  DRI  forecast  are  arrayed 
below  and  compared  to  the  August  1 997  and  October 
1 997  trust  fund  reports. 


WAGE 

ft  SALARY 

TOTAL  UNEMPLOYMENT 

GROWTH  (fy 

RATE 

8/97 

10/97 

1/98 

8/97 

10/97 

1/98 

1998 

4.7 

S.l 

S.4 

4.1 

3.8 

3.7 

1999 

4.7 

4.9 

4.8 

4.1 

3.8 

3.8 

2000 

4.6 

48 

4.6 

4.1 

3.8 

3.8 

2001 

4.3 

4.7 

4.3 

4.2 

3.8 

3.8 

2002 

N/A 

N/A 

4.1 

N/A 

N/A 

3.7 

LABOR  FORCE 


8/97 

10/97 

1/98 

1998 

3,278,000 

3,277,400 

3,273,100 

1999 

3,308,300 

3,316,700 

3,314,200 

2000 

3,335,300 

3,346,600 

3,353,000 

2001 

3,363,700 

3,377,300 

3,387,100 

2002 

N/A 

N/A 

3,414,900 

The  current  economic  scenario  differs  from  the 
October  1 997  scenario  in  several  ways.  The  labor 
force  is  expected  to  grow  at  a  slightly  faster  rate 
throughout  the  projected  period.  The  January  forecast 
shows  the  labor  force  at  3,273,100  for  1998  and 
projects  an  increase  of  1 14,000  between  1998  and 
2001  and  an  additional  27,800  over  the  final  year  of 
the  new  forecast  in  2002.  The  October  forecast 
showed  a  1998  labor  force  of  3,277,400,  about4,000 
more  than  the  current  forecast,  but  projected  a 
smaller  increase  of  99,900  over  the  three  subsequent 
years. 

Total  wages  and  salaries  are  expected  to  grow  faster 
in  1998  than  projected  in  the  October  forecast  but 
then  growth  will  slow  at  a  somewhat  quicker  pace 
than  previously  forecast.  The  current  scenario  shows 
annual  growth  dropping  from  5.4  percent  in  1 998  to 
4.8  percent  in  1 999  and  then  a  more  modest  drop  of 
0.2  or  0.3  percentage  points  per  year,  reaching  4.3 
percent  in  2001  and  4.1  percent  in  2002.  The 
October  forecast  showed  annual  growth  dropping 
from  5 . 1  percent  in  1 998  to  4.7  percent  in  2001 . 


1998  OUTLOOK 


Trust  fund  reserves  are  expected  to  grow  to  $  1 .649 
billion  by  the  end  of  1998,  an  over  the  year  increase 
of  $293  million.  The  year  end  reserves,  measured  as 
a  percent  of  total  payroll,  would  be  1 .9%,  restoring 
the  trust  fund  account  to  the  highest  level  since  1 987, 
when  reserves  were  1 .95%  of  total  payroll. 

Outlays  for  benefit  payments  are  estimated  to  be  $71 1 
million,  $26  million  more  than  1997  and  $42  million 
less  than  the  1 998  estimates  contained  in  the  October 
1997  Report.  The  projected  level  of  outlays  is  based 
on  the  projection  for  a  slight  increase  in  the  average 
claims  load  --  attributable  entirely  to  expansion  of  the 
labor  force  --  and  a  2.5  percent  inflation-related 
increase  in  the  average  weekly  benefit  amount.  The 
$71 1  million  in  benefit  payments  would  be  .82%  of 
total  payroll,  the  lowest  level  of  benefits  since  1987 
when  benefits  paid  were  .75%  of  total  payroll. 

Employer  contributions  based  on  Schedule  C  are 
estimated  to  be  $922  million,  $212  million  below  1 997 
contributions.  The  average  cost  per  employee, 
estimated  at  $402  on  Schedule  C,  would  be  $89  less 
than  the  1997  estimate  of  $491  based  on  Schedule  E. 

Interest  earnings  are  projected  to  be  $82  million  for 
1998.  Employer  contributions  of  $922  million  and 
interest  earnings  of  $82  million  should  generate  trust 
fund  income  of  $  1 .004  billion  during  1 998 . 

NOTE:  In  February  1998,  DET  will  determine  each 
employer's  1998  contribution  rate  based  on  their 
merit-rated  experience  through  September  1 997.  In 
the  April  1998  Report,  the  estimates  for  employer 
contributions  will  reflect  the  1 998  contribution  rates. 
The  revised  contributions  and  the  average  cost  per 
employee  are  expected  to  be  less  than  the  simulation 
is  showing. 
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1999-2002  PROJECTIONS 


The  simulation  on  Table  1  projects  Schedule  C  for 
employer  contributions  for  1999,  2000,  2001  and 
Schedule  B  for  2002.  It  is  possible,  though  unlikely, 
that  Schedule  B  might  be  triggering  on  as  well  for 
contributions  due  in  the  year  2001 .  We  are,  however, 
presently  assuming  that  the  actuarially-triggered  rate 
schedule  in  the  year  2001  will  be  Schedule  C.  Benefit 

J 

payments  are  expected  to  increase  gradually  over  the 
period  and  reach  $825  million  for  calendar  year  2002 . 
Interest  earnings  would  generate  additional  revenues 
and  the  private  contributory  account  reserves  are 
estimated  at  $  2 . 3 1 8  billion  by  the  end  of  calendar  year 
2002. 


RECOMMENDATION 


DET  recommends  favorable  consideration  of  House 
5211,  filed  by  the  Administration  on  January  7,  1 998, 
to  reduce  employer  contributions  for  1999  to 
Schedule  B.  The  continuing  strength  of  the 
Massachusetts  economy  affords  us  the  opportunity  to 
reduce  employer  contributions  and  continue  building 
trust  fund  reserves. 

This  report  contains  a  second  set  of  simulations  for 
the  years  1 999  to  2002 ,  assuming  that  House  52 1 1  is 
enacted  for  1999,  and  that  the  Legislature 
subsequently  enacts  legislation  setting  the  contribution 
rates  at  Schedule  B  in  the  years  2000  to  2002. 
Schedule  B  would  generate  $99  million  less  in 
employer  contributions  than  current  law  in  1 999  and 
$98  million  less  for  2000.  Private  contributory 
account  reserves  would  be  $2,031  billion  by  the  end 
of  calendar  year  2002 ,  and  the  trust  fund  account 
would  be  equal  to  1 .9%  of  total  payroll  for  the  four- 
year  period.  The  results  of  this  simulation  are 
contained  in  Table  1A. 
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Table  1 

PROJECTION  1998-2002 

Massachusetts  Benefit  Financing  Simulation 
Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1997 

1998 

1999 

2000 

2001 

2002 

BALANCE  JAN  1 

$839 

$1,356 

$1,649 

$1,898 

$2,104 

$2,277 

INCOME 

$1,134 

$922 

$881 

$867 

$856 

$744 

TRUST  FUND  INTEREST 

$67 

$82 

$95 

$104 

$115 

$122 

OUTLAYS 

$685 

$711 

$727 

$766 

$797 

$825 

BALANCE,  DEC  31 

$1,356 

$1,649 

$1,898 

$2,104 

$2,277 

$2,318 

SCHEDULE 

E 

C 

C 

C 

C 

B 

AVERAGE  COST/EMPLOYEE 

$491 

$402 

$380 

$371 

$363 

$313 

Figures  may  not  add  because  of  rounding. 


Table  2 

Economic  Assumptions  Based  on  DRI  Forecasts  and  Massachusetts  Simulation 

Benefit  Financing  Simulation  Output: 


Year 

Total 

Contri- 

Covered 

Effective  jcontri- 

Solvency 

Employer 

Total 

Insured 

Covered 

butory 

Errployrrent 

Contri- 

butory 

Assess- 

Contributions 

Unemploy- 

Unemploy- 

Payroll 

Payroll 

(thousands) 

bution 

Wage 

ment 

a  %  of  Total 

ment 

ment 

(billions) 

(billions) 

Rate 

Proportion 

Payroll 

Rate 

Rate 

1997 

$828 

$26.6 

2960 

4.2% 

321% 

0.78% 

1.37% 

3.9% 

22% 

1998 

$86.8 

$27.4 

2961 

3.3% 

31.6% 

0.65% 

1.06% 

3.7% 

22% 

1999 

$91.9 

$28.1 

2996 

3.1% 

30.6% 

0.58% 

0.96% 

3.8% 

22% 

2000 

$97.0 

$28.7 

3,031 

3.0% 

29.6% 

0.55% 

0.89% 

3.8% 

23% 

2001 

$1021 

$29.4 

3,063 

29% 

28.8% 

0.53% 

0.84% 

3.8% 

2.3% 

2002 

$107.0 

m.o 

3,088 

24% 

28.0% 

0.52% 

0.70% 

3.7% 

2.2% 

:igures  may  not  add  because 
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Table  1A 

SCHEDULE       IN  1998  AND  SCHEDULE  'B"  FOR  1999 

(ASSUMES  THAT  THE  LEGISLATURE  WILL  SUBSEQUENTLY  SET  RATES  AT  SCHEDULE  "B" 

IN  THE  YEARS  2000  THROUGH  2002) 

Massachusetts  Benefit  Financing  Simulation 
Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1997 

1998 

1999 

2000 

2001 

2002 

BALANCE  JAN  1 

$839 

$1,356 

$1,649 

$1,797 

$1,897 

$1,974 

INCOME 

$1,134 

$922 

$782 

$769 

$773 

$776 

TRUST  FUND  INTEREST 

$67 

$82 

$93 

$96 

$102 

$105 

OUTLAYS 

$685 

$711 

$727 

$766 

$797 

$825 

BALANCE,  DEC  31 

$1,356 

$1,649 

$1,797 

$1,897 

$1,974 

$2,031 

SCHEDULE 

E 

C 

B 

B 

B 

B 

AVERAGE  COST/EMPLOYEE 

$491 

$402 

$337 

$329 

$328 

$327 

Hgures  may  not  add  because  ofroundin: 


Table  2A 

Economic  Assumptions  Based  on  DRI  Forecasts  and  Massachusetts  Simulation 

Benefit  Financing  Simulation  Output: 


Year 

Total 

Contri- 

Covered 

Effective 

Contri- 

Solvency j  Employer 

Total 

Insured 

Covered 

butory 

Errptoyrrent 

Contri- 

butory 

Assess- 

Contributions 

Unemploy- 

Unemploy- 

Payroll 

Payroll 

(thousands) 

bution 

Wage 

ment 

a  %  of  Total 

ment 

ment 

(biflions) 

(billions) 

Rate 

Proportion 

Payroll 

Rate 

Rate 

1997 

$828 

$26.6 

2960 

4.2% 

321% 

0.78% 

1.37% 

3.9% 

22% 

1998 

$86.8 

$27.4 

2961 

3.3% 

31.6% 

0.65% 

1.06% 

3.7% 

22% 

1999 

$91.9 

$28.1 

2,996 

27% 

30.6% 

0.58% 

0.85% 

3.8% 

22% 

2000 

$97.0 

$28.7 

3,031 

27% 

29.6% 

0.57% 

0.79% 

3.8% 

23% 

2001 

$1021 

$29.4 

3,063 

26% 

28.8% 

0.57% 

0.76% 

3.8% 

23% 

2002 

$107.0 

$30.0 

3,088 

2.6% 

28.0% 

0.57% 

0.73% 

3.7% 

2.2% 

:igures  may  not  add  because  of  roun 
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UNEMPLOYMENT  INSURANCE  TRUST  FUND  BALANCE 
Private  Account  Balance  in  Dollars 

$  in  millions 

2500  ,  


1985  1987  1989  1991  1993  1995  1997  1999  2001 

^Actual  Projections  Schedule  "B"  in  1999-2002 


Private  Account  Balance  as  a  Percent  of  Massachusetts  Total  Wages 

Percent 


1985  1987  1989  1991  1993  1995  1997  1999  2001 

-e- Actual  Projections       ♦Schedule  "B"  in  1999-2002 
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UNEMPLOYMENT  INSURANCE  AS  A  COST  OF  DOING  BUSINESS: 
STATES  RANKED  BY  COST  PER  EMPLOYEE 
(Average,  First  Quarter  1997) 


Rhode  Island 

$559 

Alaska 

Kentucky 

$167  (Median) 

$520 

Montana 

$163 

Massachusetts,  1997  Actual 

$491 

(Schedule  "E") 

Wyoming 

J  © 

$156 

C*,  r>  n  in  p  <~H  n  1 1 

^w^V/  Ull           Liv  U  K- 

*  $433 

Tennessee 

$152 

Mow  T^rcpv 
liCn  J  CI  dCy 

$424 

Maryland 

$145 

Massachusetts,  1998 

$402 

Louisiana 

$144 

(Schedule  "C") 

South  Carolina 

$142 

Hawaii 

$376 

Texas 

$138 

Washington 

$367 

Utah 

$120 

Oregon 

$343 

Iowa 

$116 

New  York 

$327 

Colorado 

$111 

California 

$312 

Indiana 

$104 

Pennsylvania 

$312 

Missouri 

$104 

Michigan 

$311 

Arizona 

$103 

Illinois 

$246 

North  Dakota 

$103 

Delaware 

$241 

Florida 

$100 

West  Virginia 

$235 

Alabama 

$97 

Maine 

$232 

Kansas 

$96 

Wisconsin 

$230 

Oklahoma 

$90 

Nevada 

$218 

Mississippi 

$85 

wdjo 

>z  1  o 

Georgia 

$81 

Vermont 

$216 

Virginia 

$81 

Idaho 

$207 

North  Carolina 

$75 

New  Mexico 

$183 

New  Hampshire 

$54 

Arkansas 

$174 

Nebraska 

$46 

Minnesota 

$170 

South  Dakota 

$40 

*  Does  not  include  additional  bond  excise  per  employee. 

Computed  by  DET  based  on  U.S.  Dept. 

of  Labor  UIS  Division  of  Actuarial  Services,  2nd  Quarter  CY'97  UI  Data  Summary. 
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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


The  March  31,  1998  Massachusetts  Unemployment 
Insurance  Trust  Fund  balance  was  $1 .350  billion.  The 
private  contributory  account  balance  was  $1,292  at 
the  end  of  March  and  the  governmental  contributory 
account  held  $58  million. 


1998  TO  DATE 


The  Massachusetts  economy  continues  to  show 
strength.  February  1998  marked  the  fifth  month 
Massachusetts'  total  unemployment  rate  was  below 
four  percent  and  the  tenth  consecutive  month  of  job 
growth. 

The  strength  of  the  economy  is  reflected  in  the  $550 
million  over  the  year  increase  in  the  March  private 
contributory  account  balance  of  $1,292  billion 
compared  to  the  year  ago  balance  of  $742  million.  Net 
benefit  payments  were  $214  million  during  the  first 
quarter  of  the  year  compared  to  $225  million  in  the 
first  quarter  of  1 997.  During  the  quarter,  the  private 
account  deposits  included  $127  million  in 
contributions  and  $23  million  in  interest  earnings. 


m 


Division  of 
Employment 
and  Training 


This  report  is  prepared  by  the  Economic 
Research  Office  of  the  Massachusetts 
Division  of  Employment  and  Training 
Questions  can  be  directed  to  DET  at 
(61 7)  826-0600. 
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ASSUMPTIONS  USED  IN  THIS 
FORECAST 


For  this  benefit  financing  simulation,  DET  has  utilized 
the  forecast  produced  by  Standard  &  Poor's  DRI  in 
February  1998. 

The  assumptions  from  the  DRI  forecast  are  arrayed 
below  and  compared  to  the  assumptions  used  in  the 
October  1997  and  January  1998  Trust  Fund  Reports. 
In  February,  DET  released  revised  labor  force 
estimates.  To  account  for  these  revisions,  the  labor 
force  estimates  for  this  simulation  were  adjusted  by 
DET  based  on  DRI's  growth  rates  for  the  labor  force. 


WAGE  *  SALARY 
GROWTH  (S) 


TOTAL  UNEMPLOYMENT 
RATE  (*) 


10/97 

1/98 

4/98 

10/97 

1/98 

4/98 

1998 

5.1 

5.4 

6.6 

3.8 

3.7 

3.6 

1999 

4.9 

4.8 

4.0 

3.8 

3.8 

3.9 

2000 

4.8 

4.6 

4.2 

3.8 

3.8 

3.9 

2001 

4.7 

4.3 

3.8 

3.8 

3.8 

4.0 

2002 

N/A 

4.1 

4.1 

N/A 

3.7 

3.8 

LABOR  FORCE  GROWTH  (%) 

10/97 

1/98 

4/98 

1998 

1.3 

1.2 

1.4 

1999 

1.2 

1.3 

1.2 

2000 

0.9 

1.2 

0.8 

2001 

0.9 

1.0 

0.8 

2002 

N/A 

0.8 

0.8 

The  total  unemployment  rate  is  expected  to  be  at  or 
below  4.0%  for  the  five  year  forecast  period. 
Massachusetts'  total  unemployment  rate  is  projected 
to  be  3.6%  for  1998,  .  1%  less  than  the  annual  average 
used  in  the  January  simulation.  However,  the  total 
unemployment  rates  for  1 999  and  2000  are  expected 
to  be  3.9%,  .1%  higher  than  the  October  1997  and 
January  1998  projections.  The  total  unemployment 
rate  is  projected  to  return  to  4.0%  in  2001  before 
falling  to  3.8%  in  2002. 

The  labor  force  is  projected  to  grow  at  a  slower  pace 
during  the  forecast  period  than  the  outlook  published 
in  the  January  report.  The  labor  force  is  expected  to 
grow  1 .4%  during  1 998 , 1 . 2%  in  1 999  before  slowing 
to  .8%  for  the  last  three  years  of  the  forecast  period. 
On  an  annual  basis,  moderate  to  low  labor  force 
expansion  is  expected  to  occur  throughout  the  five 
year  period. 


1998  OUTLOOK 


During  1998,  trust  fund  reserves  are  expected  to 
increase  $344  million  to  $  1 .700  billion  by  the  end  of 
1998.  The  simulation  shows  employer  contributions 
on  Schedule  C  will  be  $9 1 7  million,  $217  million  less 
than  1997  employer  contributions  on  Schedule  E. 
Benefit  payments  are  expected  to  be  $667  million, 
$  1 8  million  less  than  1997. 


Wage  and  salary  growth  is  expected  to  be  stronger  in 
1998,  6.6%,  than  the  5.4%  growth  projected  in  the 
January  1998  report.  The  revised  outlook  for  the 
rest  of  the  forecast  period  shows  slower  wage  and 
salary  growth  in  1999  through  2001  than  the  prior 
two  projections.  The  1999  projection  of  4.0%  annual 
growth  is  .8%  less  than  the  January  assumption  and 
the  largest  single  year  reduction  for  the  forecast 
period.  The  2002  outlook  remains  unchanged  at 
4.1%. 
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1999-2002  PROJECTIONS 


The  simulation  estimates  for  the  1 999  to  2002  period 
are  arrayed  on  Table  1 .  Trust  fund  reserves  will 
continue  to  grow  through  2002  but  at  a  slower  pace 
than  during  1998.  Under  current  law,  the  private 
contributory  account  balance  would  increase  to 
$2,305  million  by  the  end  of  2002.  Over  the  four 
year  period,  benefit  payment  increases  reflect  wage 
and  salary  growth  and  a  slight  increase  in  claims 
activity.  Benefit  payments  over  the  four  years  are 
estimated  to  be  $29  million  less  than  the  estimates 
published  in  the  January  report.  Slower  wage  and 
salary  and  labor  force  growth  result  in  lower  estimates 
for  payrolls  and  employment  covered  by  the 
unemployment  insurance  program  over  the  period 
than  previously  reported.  Employer  contributions 
would  remain  on  Schedule  C  for  1 999, 2000  and  200 1 . 
Reserves  will  be  sufficient  to  trigger  Schedule  B  for 
2002.  It  is  possible,  though  unlikely,  that  Schedule  B 
might  be  triggering  on  as  well  for  contributions  due 
in  the  year  2001 .  We  are,  however,  presently  assuming 
that  the  actuarially-triggered  rate  schedule  in  the  year 
2001  will  be  Schedule  C. 


RECOMMENDATION 


DET  recommends  the  enactment  of  House  5211, 
legislation  filed  by  Governor  Cellucci  in  January  which 
reduces  employer  contributions  for  1999  to 
Schedule  B.  The  continuing  strength  of  the 
Massachusetts  economy  and  the  outlook  for  the 
Unemployment  Insurance  Trust  Fund  provide  an 
excellent  opportunity  to  reduce  employer 
contributions  for  1 999  and  continue  to  build  reserves. 

Simulation  results  for  employer  contributions  on 
Schedule  B  for  1999  to  2002  are  arrayed  in  Table  1  A. 
Contributions  on  Schedule  B  would  be  $98  million 
less  than  current  law  for  1999  and  reserves  would 
grow  to  $  1 .854  billion,  a  $  1 54  million  increase  over 
1998.  Assuming  Schedule  B  would  be  in  effect  through 
2002,  reserves  would  continue  to  grow  to  $2,014 
billion  by  the  end  of  2002 ,  an  amount  equal  to  thirty 
months  of  benefits. 
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Table  1 

PROJECTION  1998-2002 


Massachusetts  Benefit  Financing  Simulation 
Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1997 

1998 

1999 

2000 

2001 

2002 



BALANCE  JAN  1 

$839 

$1,356 

$1,700 

$1,954 

$2,141 

$2,283 

INCOME 

$1,134 

$917 

$865 

$835 

$816 

$703 

TRUST  FUND  INTEREST 

$67 

$94 

$108 

$117 

$124 

$123 

OUTLAYS 

$685 

$667 

$720 

$765 

$798 

$803 

BALANCE,  DEC  31 

$1,356 

$1,700 

$1,954 

$2,141 

$2,283 

$2,305 

SCHEDULE 

E 

C 

C 

C 

C 

B 

AVERAGE  COST/EMPLOYER 

$491 

$402 

$380 

$371 

$363 

$313 

es  may  not  add  because  ofroun 


Table  2 

Economic  Assumptions  Based  on  DRI  Forecasts  and  Massachusetts  Simulation 


Benefit  Financing  Simulation  Output: 


Year 

Total 

Contri- 

Covered 

Effective 

Contri- 

Solvency 

Employer 

Total 

Insured 

Covered 

butory 

Errptoyrrent 

Contri- 

butory 

Assess- 

Contributions 

Unemploy- 

Unemptoy- 

PayroO 

Payroll 

(thousands) 

bution 

Wage 

ment 

a  %  of  Total 

ment 

ment 

(bilBons) 

(billions) 

Rate 

Proportion 

PayroO 

Rate 

Rate 

1997 

$85.1 

$26.6 

2,999 

4.3% 

31.3% 

0.76% 

1.33% 

4.0% 

22% 

1998 

$89.6 

$27.1 

3,029 

3.3% 

302% 

0.54% 

1.02% 

3.6% 

20% 

1999 

$942 

$27.6 

3,067 

3.1% 

29.3% 

0.52% 

0.92% 

3.9% 

21% 

2000 

$98.7 

$28.0 

3,089 

3.0% 

28.4% 

0.50% 

0.85% 

3.9% 

22% 

2001 

$1032 

$28.4 

3,112 

29% 

27.5% 

0.51% 

0.79% 

4.0% 

22% 

2002 

$108.1 

$28.9 

3,137 

24% 

26.7% 

0.51% 

0.65% 

3.8% 

21% 

Figures  may  not  add  because  of  rounding. 
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Table  1A 


SCHEDULE  "C"  IN  1998  AND  SCHEDULE  'B"  FOR  1999 

(ASSUMES  THAT  THE  LEGISLATURE  WILL  SUBSEQUENTLY  SET  RATES  AT  SCHEDULE  "B" 

IN  THE  YEARS  2000  THROUGH  2002) 

Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1997 

1998 

1999 

2000 

2001 

2002 

BALANCE  JAN  1 

$839 

$1,356 

$1,700 

$1,854 

$1,937 

$1,979 

INCOME 

$1,134 

$917 

$767 

$740 

$730 

$731 

FTRUST  FUND  INTEREST 

$67 

$94 

$106 

$109 

$110 

$107 

OUTLAYS 

$685 

$667 

$720 

$765 

$798 

$803 

BALANCE,  DEC  31 

$1,356 

$1,700 

$1,854 

$1,937 

$1,979 

$2,014 

SCHEDULE 

E 

C 

B 

B 

B 

B 

AVERAGE  COST/EMPLOYEE 

$491 

$402 

$337 

$329 

$328 

$327 

Figures  may  not  add  because  of  rounding. 


Table  2A 


Economic  Assumptions  Based  on  DRI  Forecasts  and  Massachusetts  Simulation 

Benefit  Financing  Simulation  Output: 


Year 

Total 
Covered 
PayroB 
(biions) 

Contri- 
butory 
Payrol 
(biions) 

Covered 

Emptoyment 

(thousands) 

Effective 
Contri- 
bution 
Rate 

Contri- 
butory 
Wage 
Proportion 

Solvency 
Assess- 
ment 

Employer 
Contributions 
a  %  of  Total 
Payroll 

Total 

Unemploy- 
ment 
Rate 

Insured 
Uhemploy- 
ment 
Rate 

1997 

$85.1 

$26.6 

2,999 

4.3% 

31.3% 

0.76% 

1.33% 

4.0% 

22% 

1998 

$89.6 

$27.1 

3.029 

3.3% 

302% 

0.54% 

1.02% 

3.6% 

20% 

1999 

$942 

$27.6 

3,067 

27% 

29.3% 

0.52% 

0.81% 

3.9% 

21% 

2000 

$98.7 

$28.0 

3,089 

26% 

28.4% 

0.53% 

0.75% 

3.9% 

22% 

2001 

$1032 

$28.4 

3,112 

26% 

27.5% 

0.55% 

0.71% 

4.0% 

22% 

2002 

$108.1 

$28.9 

3.137 

25% 

26.7% 

0.56% 

0.68% 

3.8% 

21% 

Figures  may  not  add  because  of  rounding. 
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UNEMPLOYMENT  INSURANCE  TRUST  FUND  BALANCE 
Private  Account  Balance  in  Dollars 

$  in  millions 

2500  ,  


1985  1987  1989  1991  1993  1995  1997  1999  2001 

-•-Actual  Projections  Schedule  *6"  in  1999-2002 


Private  Account  Balance  as  a  Percent  of  Massachusetts  Total  Wages 

Percent 


1985  1987  1989  1991  1993  1995  1997  1999  2001 


-••Actual  Projections  Schedule  "B"  in  1999-2002 
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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


The  July  31,  1998  Massachusetts  Unemployment 
Insurance  Trust  Fund  balance  was  $  1 .706  billion.  The 
private  contributory  account  balance  was  $1,644 
billion  at  the  end  of  July  and  the  governmental 
contributory  account  balance  was  $62  million. 


1998  TO  DATE 


The  Massachusetts  economy  continues  to  remain 
strong.  Through  mid  year,  the  total  unemployment 
rate  had  averaged  3.4%  —  with  the  most  recent  monthly 
rate  down  to  3 . 1  %  -  -  and  the  state  had  over  3 . 2  million 
jobs.  Low  unemployment  and  strong  job  growth  have 
contributed  to  the  generation  of  the  $1,644  billion 
balance  in  the  private  contributory  account  as  of  July 
31 ,  1998.  This  represents  an  increase  of  $456  rnillion 
in  the  Fund's  reserves  above  the  July  1997  balance  of 
$1,188  billion. 


E 


Division  of 
Employment 
and  Training 


This  report  is  prepared  by  the  Economic 
Research  Office  of  the  Massachusetts 
Division  of  Employment  and  Training 
Questions  can  be  directed  to  DET  at 
(617)  626-6600 
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ASSUMPTIONS  USED  IN  THIS 
FORECAST 


For  this  benefit  financing  simulation,  DET  has  utilized 
the  forecast  produced  by  Standard  and  Poor's  DRI  in 
May  1998. 

The  assumptions  from  the  DRI  forecast  are  arrayed 
below  and  compared  to  the  assumptions  used  in  the 
January  1998  and  April  1998  Trust  Fund  Reports. 


WAGE 

&  SALARY 

TOTAL  UNEMPLOYMENT 

GROWTH  (°/$ 

RATE 

1/98 

4/98 

8/98 

1/98 

4/98 

8/98 

1998 

S.4 

6.6 

7.6 

3.7 

3.6 

3.2 

1999 

4.8 

4.0 

4.1 

3.8 

3.9 

3.3 

2000 

4.6 

4.2 

4.2 

3.8 

13 

3.4 

2001 

4.3 

3.8 

3.8 

3.8 

4.0 

3.6 

2002 

4.1 

4.1 

3.7 

3.7 

3.8 

3.8 

LABOR  FORCE 

1/98 

4/98 

8/98 

1998 

3,273,100 

3,303,000 

3,272,400 

1999 

3,314,200 

3,346,900 

3,304,000 

2000 

3,353,000 

3,372,300 

3,330,900 

2001 

3,387,100 

3,398,400 

3,357,800 

2002 

3,414,900 

3,423,900 

3,381 ,600 

The  current  wage  and  salary  growth  projection  of 
7.6%  for  1998  is  stronger  than  the  6.6%  growth 
projected  in  the  April  1998  report.  The  1999  outlook 
has  a  slight  change  in  growth  of  4. 1  %  as  compared  to 
4.0%.  Wage  and  salary  growth  for  2000  and  2001 
remain  unchanged  from  our  April  report.  The  2002 
outlook  of  3.7%  growth  is  slower  growth  than  the 
prior  two  projections  and  less  than  half  the  growth 
projected  for  1998. 

Current  projections  for  the  total  unemployment  rate 
are  below  the  previous  estimates  in  the  first  four  years 
of  the  five  year  forecast  period.  The  1998  total 
unemployment  is  projected  to  be  3.2%,  a  .4% 
reduction  from  the  3 .6%  annual  average  rate  used  in 


the  April  report.  Trie  unemployment  rate  for  the  1 999 
through  2001  period  is  also  expected  to  be  below  the 
previous  assumptions.  The  level  of  unemployment,  as 
measured  by  the  total  unemployment  rate,  is  expected 
to  increase  slightly  each  year  after  1 998:  3.3%  in  1 999, 
3.4%  in  2000,  3.6%  in  2001  and  3.8%  for  2002. 

The  labor  force  is  now  projected  to  grow  by  slightly 
different  amounts  during  the  forecast  period  than  the 
outlooks  published  in  the  January  and  April  reports. 
The  1 998  labor  force  is  now  estimated  to  average  at 
3,272,400.  By  2002,  the  labor  force  is  now  expected 
to  rise  to  3,381,600. 


1998  OUTLOOK 


During  1998,  trust  fund  reserves  are  expected  to 
increase  by  $363  million  to  $1 .719  billion  by  the  end 
of  the  year.  A  slightly  lower  level  of  benefit  payments 
accounts  for  most  of  the  increase  in  year  end  reserves 
over  the  previous  estimate  of  $  1 .700  billion.  Benefit 
payments  are  now  expected  to  be  $653  million,  $14 
million  less  than  the  outlook  in  the  April  report.  This 
revision  reflects  the  slightly  lower  than  previously 
forecasted  level  of  actual  benefit  payments  through 
the  end  of  July  and  DRI's  projected  lower  level  of 
unemployment  for  the  rest  of  the  year. 

The  simulation  shows  employer  contributions  on 
Schedule  C  of  $916  million,  virtually  the  same  as  the 
estimate  published  in  the  April  report,  and  $218 
million  less  than  the  1997  employer  contributions 
received  under  Schedule  E.  The  average  cost  per 
employee  in  1998  is  presently  estimated  to  be  $390. 
This  represents  an  18%  reduction  from  1997's  cost 
per  employee  of  $476,  and  is  attributable  to  legislation 
signed  by  the  Governor  in  the  fall  of  1997  which 
statutorily  set  the  1 998  contribution  rates  at  Schedule 
C.  This  year's  interest  earnings  on  the  reserves  will 
be  $100  milhon,  an  increase  of  $6  million  over  the 
previous  estimate  and  $33  milhon  more  than  1997. 
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1999  -  2002  PROJECTIONS 

The  simulation  estimates  for  the  1999  to  2002  period 
are  arrayed  on  Table  1 .  Under  current  law,  trust  fund 
reserves  will  continue  to  grow  to  $  1 .902  billion  during 
1 999,  even  after  taking  into  consideration  the  recently 
enacted  reduction  in  1999  contribution  rates  to  a 
special  Schedule  B.  This  is  an  increase  of  $48  million 
in  the  estimated  1999  closing  balance  above  the 
projection  using  Schedule  B  contained  in  our  April 
report,  and  it  is  attributable  to  a  downward  revision 
in  estimated  benefit  outlays  next  year. 

Chapter  175  of  the  Acts  of  1998,  signed  by  the 
Governor  in  July,  contains  several  provisions  of  major 
significance  to  the  unemployment  fund.  First,  this 
ation  will  cut  employer  contribution  rates  to  a 
special  Schedule  B  in  1999.  This  new  schedule  will 
reduce  overall  contributions  bv  $  1 2 1  million  relative 

J 

to  what  would  have  been  required  if  Schedule  C  had 
been  permitted  to  trigger  into  effect  next  year,  and 
$  172  million  compared  to  total  1998  pay-ins.  It  will 
also  cut  the  estimated  average  cost  per  employee  to 
$314,  down  $76  from  1998's  estimated  cost  of  $390. 

Second,  the  Schedule  B  that  has  been  enacted  for  1 999, 
which  takes  precedence  through  the  year  2001  over 
the  pre-existing  Schedule  B  table  of  rates  codified  in 
General  Laws  Chapter  1 5 1  A,  has  been  set  at  0.075% 
below  the  old  Schedule  B  rates.  This  special  rate  table 
has  the  effect  of  reducing  overall  contributions  by  $  1 8 
million  —  and  the  average  cost  per  employee  by  $8 
—  next  year  below  what  would  have  occurred  if  the 
pre-existing  Schedule  B  had  been  adopted. 

Finally,  a  new  "Workforce  Training"  payroll 
contribution  of  the  same  amount,  0.075%  of 
contributory  wages,  will  be  created  beginning  in  1 999, 
and  continuing  through  the  year  2001 .  This  Workforce 
Training  contribution  will  be  collected  in  the  same 
manner  and  at  the  same  times  as  unemployment 
contributions  and  will  raise  an  estimated  $  1 8  million 
in  1999,  at  a  cost  of  approximately  $8  per  employee. 
Thus,  the  net  effect  of  this  legislation  on  1999 
employer  payroll  contribution  costs  is  the  same  as 


would  have  been  the  case  if  rates  had  been  lowered  to 
pre-existing  Schedule  B,  and  no  additional  Workforce 
Training  contribution  had  been  created. 

We  estimate  that,  absent  affirmative  legislation  to  set 
rates  for  the  years  2000  through  2002,  rates  would 
be  triggered  to  Schedule  C  for  2000,  the  special 
Schedule  B  created  by  Chapter  1 75  for  2001 ,  and  the 
pre-existing  Schedule  B  for  2002.  (The  special 
Schedule  B  self- repeals  at  the  end  of  2001 .)  The  results 
of  this  scenario  are  depicted  on  Table  1 .  As  this  table 
indicates,  the  Fund  balance  would  rise  by  the  end  of 
2002  to  $2,261  billion. 

Table  1A  shows  what  would  be  the  effect  if  the 
Legislature  set  rates  by  statute  at  Schedule  B  for  the 
year  2000,  and  then  allowed  them  to  trigger  on  to 
Schedule  B  in  the  years  2001  and  2002.  (We  have 
assumed  for  the  purpose  of  this  scenario  that  the  rates 
enacted  in  the  year  2000  would  be  Chapter  175's 
special  Schedule  B.)  Under  this  scenario,  the  fund 
balance  would  also  continue  to  grow  by  a  very 
considerable  amount,  reaching  $2. 148  billion  by  the 
end  of  2002. 


legisl 
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Table  1 

PROJECTION  1998-2002 


Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1997 

1998 

1999 

2000 

2001 

2002 

BALANCE  JAN  1 

$839 

$1,356 

$1,719 

$1,902 

$2,152 

$2,226 

INCOME 

$1,134 

$916 

$744 

$830 

$695 

$695 

TRUST  FUND  INTEREST 

$67 

$100 

$114 

$125 

$136 

$139 

OUTLAYS 

$685 

$653 

$675 

$705 

$756 

$799 

BALANCE,  DEC  31 

$1,356 

$1,719 

$1,902 

$2,152 

$2,226 

$2,261 

SCHEDULE 

E 

C 

B* 

C 

B* 

B 

AVERAGE  COST/EMPLOYEE 

$476 

$390 

$314 

$348 

$288 

$286 

*  Chapter  175  of  the  Acts  of  1998  established  a  special  Schedule  "B"  which  self-repeals  January  1 ,  2002. 


7ifnires  may  not  add  because  of  roun 


Table  2 


Economic  Assumptions  Based  on  DRI  Forecasts  and  Massachusetts  Simulation 

Benefit  Financing  Simulation  Output: 


Year 

Total 

Contri- 

Covered 

Effective 

Contri- 

Solvency 

Employer 

Total 

Insured 

Covered 

butory 

Errpbyment 

Contri- 

butory 

Assess- 

Contributions 

Unemploy- 

Unemploy- 

Payroll 

Payroll 

(thousands) 

bution 

Wage 

ment 

a  %  of  Total 

ment 

ment 

(billions) 

(billions) 

Rate 

Proportion 

Payroll 

Rate 

Rate 

1997 

$84.7 

$26.7 

2,998 

4.3% 

31.5% 

0.76% 

1.34% 

4.0% 

22% 

1998 

$90.0 

$26.9 

3,012 

3.3% 

29.9% 

0.50% 

1.02% 

3.2% 

1.9% 

1999 

$94.2 

$27.4 

3,033 

27% 

29.1% 

0.44% 

0.79% 

3.3% 

1.9% 

2000 

$98.9 

$27.9 

3,058 

3.0% 

28.2% 

0.41% 

0.84% 

3.4% 

1.9% 

2001 

$103.3 

$28.2 

3,080 

24% 

27.3% 

0.40% 

0.67% 

3.7% 

21% 

2002 

$107.8 

$28.6 

3,101 

24% 

26.5% 

0.42% 

0.64% 

3.8% 

21% 

Figures  may  not  add  because  of  rounding. 
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Table  1A 

SCHEDULE  "B" 

(ASSUMES  THAT  THE  LEGISLATURE  WILL  SUBSEQUENTLY  SET  RATES 
AT  SCHEDULE  "B"  IN  THE  YEAR  2000) 

Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1997 

1998 

1999 

2000 

2001 

2002 

BALANCE  JAN  1 

$839 

$1,356 

$1,719 

$1,902 

$2,032 

$2,103 

INCOME 

$1,134 

$916 

$744 

$713 

$699 

$713 

TRUST  FUND  INTEREST 

$67 

$100 

$114 

$122 

$128 

$131 

OUTLAYS 

$685 

$653 

$675 

$705 

$756 

$799 

BALANCE,  DEC  31 

$1,356 

$1,719 

$1,902 

$2,032 

$2,103 

$2,148 

SCHEDULE 

E 

C 

B* 

B* 

B* 

B 

AVERAGE  COST/EMPLOYEE 

$476 

$390 

$314 

$299 

$293 

$295 

*  Chapter  17S  of  the  Acts  of  1998  established  a  special  Schedule  "B"  which  self-repeals  January  1 ,  2002. 
Figures  may  not  add  because  of  rounding. 


Table  2 A 


Economic  Assumptions  Based  on  DRI  Forecasts  and  Massachusetts  Simulation 

Benefit  Financing  Simulation  Output: 


Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Errployrnent 

(thousands) 

Effective 
Contri- 
bution 
Rate 

Contri- 
butory 
Wage 
Proportion 

Solvency 
Assess- 
ment 

Employer 
Contjibutbrts 
a  %  of  Total 
Payroll 

Total 

Unemploy- 
ment 
Rate 

Insured 
Unemploy- 
ment 
Rate 

1997 

$84.7 

$26.7 

2,998 

4.3% 

31.5% 

0.76% 

1.34% 

4.0% 

22% 

1998 

$90.0 

$26.9 

3,012 

3.3% 

29.9% 

0.50% 

1.02% 

32% 

1.9% 

1999 

$942 

$27.4 

3,033 

27% 

29.1% 

0.44% 

0.79% 

3.3% 

1.9% 

2000 

$98.9 

$27.9 

3,058 

26% 

282% 

0.41% 

0.72% 

3.4% 

1.9% 

2001 

$103.3 

$282 

3,080 

25% 

27.3% 

0.42% 

0.68% 

3.7% 

21% 

2002 

$107.8 

$28.6 

3,101 

25% 

26.5% 

0.45% 

0.66% 

3.8% 

21% 

may  not  add  because  ofroun 
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UNEMPLOYMENT  INSURANCE  AS  A  COST  OF  DOING  BUSINESS: 
STATES  RANKED  BY  COST  PER  EMPLOYEE 
(Estimated  1998) 


ALASKA 

$609 

MINNESOTA 

$181 

RHODE  ISLAND 

$565 

NEW  MEXICO 

5/ 77  (Median) 

MASSACHUSETTS,  1997  Actual 

$476 

WYOMING 

$176 

(Schedule  "E") 

MISSOURI 

$168 

CONNECTICUT  ** 

$457 

MARYLAND 

$166 

NEW  JERSEY 

$426 

OHIO 

$156 

MASSACHUSETTS,  1998 

$390 

(Schedule  "C") 

SOUTH  CAROLINA 

$149 

TT  AW  7  A  TT 

HAWAII 

$367 

TEXAb 

*  1  O  O 

$  1 38 

WAbHINCl  I  UN 

$362 

T  f~\T  TICT  A  XT  A 
LOUISIANA 

$  1 3o 

S~\  T\  T~  /~*  AM 

URtGON 

$346 

ARIZONA 

$129 

DCMMCVT  t  r  a  XTT  A 

rhiN  N  b  Y  LVAN I A 

$338 

I  fcNNfcibbb 

$  123 

Nb  W  YORK 

$324 

T  S~W  1  T  A 

IOWA 

$  123 

MICHIGAN 

$321 

FLORIDA 

$  1 18 

MASSACHUSETTS,  1999 

$314 

COLORADO 

$113 

(Schedule  B*j 

GEORGIA 

$107 

MAINE 

$252 

TX  TT^V  T   A  X  T  A 

INDIANA 

$107 

T  T  TT™  PT  T  Tt  T\         T~X  TT  A 

WEST  VIRGINIA 

$250 

UTAH 

$106 

ILLINOIS 

$240 

NORTH  DAKOTA 

$100 

NEVADA 

$239 

MISSISSIPPI 

$96 

CALIFORNIA 

$225 

ALABAMA 

$87 

VERMONT 

$225 

NEBRASKA 

$83 

IDAHO 

$218 

NORTH  CAROLINA 

$82 

DELAWARE 

$218 

OKLAHOMA 

$76 

WISCONSIN 

$201 

VIRGINIA 

$75 

ARKANSAS 

$191 

NEW  HAMPSHIRE 

$58 

MONTANA 

$184 

SOUTH  DAKOTA 

$44 

KENTUCKY 

$182 

KANSAS 

$32 

Computed  by  DET  based  on  U.S.  Dept.  of  Labor, 

UIS  Division  of  Actuar 

ial  Services,  1  st  Quarter  CY  '98  UI  Data  Summary  tax  rates  and  preliminary 

CY  '97  annual  average  wages. 

**  Connecticutt  data  does  not  include  additions 

bond  excise  per  empl 

oyee. 
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1999  -  2002  Projections 


TABLES: 

Projections  1998-2002 

Massachusetts  Benefit  Financing 
Simulation 

Economic  Assumptions 

Schedule  B 

Massachusetts  Benefit  Financing 
Simulation 

Economic  Assumptions 

Solvency  of  State  Trust  Fund  Balances 


THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


The  September  30,  1998  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was 
$1,742  billion.  The  private  contributory  account 
balance  was  $1,681  billion  at  the  end  of  September 
and  the  governmental  contributory  account  balance 
was  $61  million. 


1998  TO  DATE 


The  Massachusetts  total  unemployment  rate  has 
averaged  3.3%  for  the  first  eight  months  of  the  year 
and  job  growth  continues  to  be  strong,  with  over  3.2 
million  jobs  in  Massachusetts  in  August  1 998 .  The 
September  trust  fund  balance  reflects  the  continuing 
strength  of  the  Massachusetts  economy,  with  growth 
of  $393  million  in  the  private  contributory  reserves 
above  the  September  1997  balance  of  $1,288  billion, 
and  $325  million  above  the  January  1,  1998  balance 
of  $1,356  billion. 

As  of  June  30,  1 998 ,  Massachusetts  trust  fund  balance 
as  a  percent  of  total  wages  was  the  fourth  highest  of 
the  major  industrial  states  (see  table  on  page  6). 


E: 


Division  of 
Employment 
and  Training 


This  report  is  prepared  by  the  Economic 
Research  Office  of  the  Massachusetts 
Division  of  Employment  and  Training- 
Questions  can  be  directed  to  DET  at 
(617)  626-6600 


QUARTERLY  TRUST  FUND  REPORT 


OCTOBER  1998 


ASSUMPTIONS  USED  IN  THIS 
FORECAST 


Current  projections  for  the  total  unemployment  rate 
continue  to  show  an  estimated  unemployment  rate  for 
1998  in  the  low  3%  range  (the  actual  average  total 
unemployment  rate  for  the  year  to  date  has  been 
3.3%). 

Projected  total  unemployment  rates  for  the  years  1 999 
through  2002,  likewise  continue  to  track  relatively 
closely  against  the  April  and  August  forecasts,  with 
predicted  rates  in  the  mid  to  upper  3%  range  for  the 
entire  period. 

The  Massachusetts  labor  force  is  projected  to  grow  at 
a  moderate  pace  through  1 999,  with  this  rate  of  growth 
accelerating  in  2000  and  2001 ,  and  picking  up  further 
in  2002.  The  1 998  labor  force  is  estimated  to  average 
3,263,600.  By  2002,  the  labor  force  is  expected  to 
rise  to  3,393,200. 


1998  OUTLOOK 


By  the  end  of  the  year  private  trust  fund  reserves  are 
expected  to  grow  to  $1,714  billion,  an  increase  of 
$358  million  over  the  year  end  1997  balance.  The 
1998  employer  contributions  on  Schedule  C,  benefit 
payments,  interest  earnings  and  the  resulting  year- 
end  balance  are  virtually  the  same  as  the  estimates 
published  in  the  August  report.  DET  considers  the 
projected  December  3 1  fund  balance  to  be  adequate 
and  proper. 


For  this  benefit  simulation,  DET  has  utilized  the 
average  of  the  forecasts  produced  by  Standard  &  Poor's 
DRI  in  August  1998  and  Regional  Financial  Associates 
issued  in  September  1998.  DET  believes  the 
averaging  of  the  two  economic  outlooks  provides  a 
trend  that  is  consistent  with  current  economic 
conditions  and  represents  a  consensus  of  two 
independent  outlooks. 

The  assumptions  used  in  this  report  are  arrayed  below 
and  compared  to  those  used  to  produce  the  April  1 998 
and  August  1998  Trust  Fund  Reports. 


WAGE  &  SALARY      TOTAL  UNEMPLOYMENT 
GROWTH  ?/$)  RATE  (°/^ 


4/98 

8/98 

10/98 

4/98 

8/98 

10/98 

1998 

6.6 

7.6 

8.2 

3.6 

3.2 

3.4 

1999 

4.0 

4.1 

S.7 

3.9 

3.3 

3.6 

2000 

4.2 

4.2 

5.8 

3.9 

3.4 

3.6 

2001 

3.8 

3.8 

5.7 

4.0 

3.7 

3.7 

2002 

4.1 

3.7 

5.5 

3.8 

3.8 

3.9 

LABOR  FORCE 

4/98                8/98  10/98 

1998  3,303,000  3,272,400  3,263,600 

1999  3,346,900  3,304,000  3,297,700 

2000  3,372,300  3,330,900  3,333,900 

2001  3,398,400  3,357,800  3,364,700 

2002  3.423.900  3.381.600  3.393.200 


The  wage  and  salary  growth  projections  for  the  five 
year  outlook  period  are  the  strongest  used  this  year. 
For  1998,  the  growth  projection  of  8.2%  is  0.6% 
higher  than  the  growth  projected  in  the  August  report. 
The  growth  rates  for  the  remaining  four  years  are 
very  strong  compared  to  the  April  and  August 
projections.  For  the  1999  through  2002  forecast 
period,  annual  wage  and  salary  growth  rates  are 
projected  to  be  5. 8% to  5.5%compared  to  the  4.2% 
to  3.7%  rates  in  the  August  outlook. 
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1999-2002  PROJECTIONS 


The  simulation  estimates  under  current  law  for  the 
1999  to  2002  period  are  arrayed  in  Table  1 .  Table  1 A 
provides  alternative  estimates  for  the  same  period 
showing  what  would  be  the  result  if  legislation  were 
enacted  in  the  outvears  to  set  the  rates  by  special  act 
at  Schedule  B  in  the  years  2000  and  beyond. 

The  1999  projections  in  both  tables  are  based  on 
already  enacted  legislation  which  has  set  rates  next 
year  at  a  special  Schedule  B.  As  readers  will  recall, 
the  Governor  filed  legislation  early  this  year  to  set  rates 
for  1999  at  Schedule  B,  thereby  cutting  contribution 
costs  bv  $103  million  below  what  would  have  been 
required  next  year  under  Schedule  C.  The  Legislature 
adopted  a  special  Schedule  B  for  1999,  set  at  0.075% 
below  the  pre-existing  General  Laws  Chapter  151 A 
version  of  Schedule  B.  This  additional  reduction  in 
rates  was  intended  to  offset  the  costs  of  a  new 
Workforce  Investment  Contribution  that  the 
Legislature  created  beginning  in  1999. 

Under  the  current  forecast,  benefit  outlays  in  1999 
are  expected  to  be  $699  million,  slightly  above  1 998 's 
estimated  $657  million,  and  virtually  the  same  as 
1997's  actual  outlays  of  $685  million. 

The  trust  fund  balance  is  expected  to  grow  during  the 
course  of  1 999  by  an  additional  $  1 58  million  above  its 
projected  January  1 ,  starting  position  of  $  1 .7 14  billion, 
to  close  the  year  at  a  record-breaking  $  1 .872  billion. 

Significant  additional  growth  is  projected  to  occur  in 
the  out  years  under  both  the  current  law  (Table  1) 
and  on-going  Schedule  B  (Table  1  A)  scenarios.  Absent 
legislation  to  set  the  rates  in  the  years  2000  and 
beyond,  the  rate -triggering  mechanism  in  General 
Laws  Chapter  1 5 1 A  would  trigger  Schedule  C  for  the 
years  2000  through  2002 .  This  would  raise  both  costs 
to  businesses  and  trust  fund  income  by  approximately 
$100  million  annually  above  Schedule  B.  These  rate 
increases  would  add  many  hundreds  of  millions  of 
dollars  to  the  trust  fund  balance,  which  would  reach 
$2.4  billion  by  the  end  of  the  year  2002 .  If,  as  current 
economic  projections  indicate  will  be  the  case,  the 
fund's  cash  flows  in  the  years  2000  through  2002 
warrant  affirmative  legislation  to  hold  contributions 
and  costs  at  1999  levels,  then  the  fund  balance  would 
grow  at  a  more  reasonable  rate  in  the  period  after 
1999,  hitting  the  $2  billion  mark  by  the  end  of  the 
year  2001  and  rising  slightly  above  $2  billion  in  2002. 
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Table  1 

PROJECTION  1998-2002 


Massachusetts  Benefit  Financing  Simulation 
Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1997 

1998 

1999 

2000 

2001 

2002 

BALANCE  JAN  1 

$839 

$1,356 

$1,714 

$1,872 

$2,099 

$2,283 

INCOME 

$1,134 

$915 

$744 

$839 

$828 

$818 

TRUST  FUND  INTEREST 

$67 

$100 

$112 

$122 

$135 

$145 

OUTLAYS 

$685 

$657 

$699 

$734 

$779 

$834 

BALANCE,  DEC  31 

$1,356 

$1,714 

$1,872 

$2,099 

$2,283 

$2,411 

SCHEDULE 

E 

C 

B* 

C 

C 

C 

AVERAGE  COST/EMPLOYEE 

$476 

$390 

$314 

$348 

$346 

$341 

*  Chapter  175  of  the  Acts  of  1998  established  a  special  Schedule  "B"  which  self-repeals  January  1,  2002. 


es  may  not  add  because  of  roun< 


Table  2 


Economic  Assumptions  Based  on  DRI  Forecasts  and  Massachusetts  Simulation 

Benefit  Financing  Simulation  Output: 


Year 

Total 
Covered 
Payroll 
(billions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Enptoyrrent 

(thousands) 

Effective 
Contri- 
bution 
Rate 

Contri- 
butory 
Wage 
Proportion 

Solvency 
Assess- 
ment 

Employer 
Contributions 
a  %  of  Total 
Payroll 

Total 

Unemploy- 
ment 
Rate 

Insured 
Unemploy- 
ment 
Rate 

1997 

$84.7 

$26.7 

2,999 

4.3% 

31.5% 

0.76% 

1.34% 

4.0% 

22% 

1998 

$89.8 

$27.1 

3,009 

32% 

30.2% 

0.50% 

1.02% 

3.4% 

20% 

1999 

$96.0 

$27.4 

3,026 

27% 

28.5% 

0.50% 

0.78% 

3.6% 

20% 

2000 

$1026 

$28.0 

3,059 

3.0% 

27.3% 

0.40% 

0.82% 

3.6% 

20% 

2001 

$1092 

$28.6 

3,087 

2.9% 

26.2% 

0.40% 

0.76% 

3.7% 

2.1% 

2002 

$116.0 

$29.1 

3,111 

2.8% 

25.1% 

0.40% 

0.71% 

3.9% 

21% 

•ipures  may  not  add  because  of  roun 
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Table  1A 


SCHEDULE  "B" 

(ASSUMES  THAT  THE  LEGISLATURE  WILL  SUBSEQUENTLY  SET  RATES 
AT  SCHEDULE  "B"  IN  THE  YEARS  2000  -  2002) 

Massachusetts  Benefit  Financing  Simulation 

Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1997 

1998 

1999 

2000 

2001 

2002 

BALANCE  JAN  1 

$839 

$1,356 

$1,714 

$1,872 

$1,978 

$2,034 

INCOME 

$1,134 

$915 

$744 

$721 

$711 

$714 

TRUST  FUND  INTEREST 

$67 

$100 

$112 

$120 

$124 

$126 

OUTLAYS 

$685 

$657 

$699 

$734 

$779 

$834 

BALANCE,  DEC  31 

$1,356 

$1,714 

$1,872 

$1,978 

$2,034 

$2,040 

SCHEDULE 

E 

C 

B* 

B* 

B* 

B 

AVERAGE  COST/EMPLOYEE 

$476 

$390 

$314 

$299 

$293 

$295 

*  Chapter  175  of  the  Acts  of  1998  established  a  special  Schedule  "B"  which  self-repeals  January  1,  2002. 
Figures  may  not  add  because  of  rounding. 


Table  2  A 


Economic  Assumptions  Based  on  DRI  Forecasts  and  Massachusetts  Simulation 

Benefit  Financing  Simulation  Output: 


Total 
Covered 
Payroll 
(bfllions) 

Contri- 
butory 
Payroll 
(billions) 

Covered 

Employment 

(thousands) 

Effective 
Contri- 
bution 
Rate 

Contri- 
butory 
Wage 
Proportion 

Solvency 
Assess- 
ment 

Employer 
Contributions 
a  %  of  Total 
Payroll 

Total 

Uherrploy- 

ment 

Rate 

Insured 
Unemploy- 
ment 
Rate 

1997 

$84.7 

$26.7 

2,999 

4.3% 

31.5% 

0.76% 

1.34% 

4.0% 

22% 

1998 

$89.8 

$27.1 

3,009 

32% 

302% 

0.50% 

1.02% 

3.4% 

2.0% 

1999 

$96.0 

$27.4 

3,026 

27% 

28.5% 

0.50% 

0.78% 

3.6% 

2.0% 

2000 

$1026 

$28.0 

3,059 

2.6% 

27.3% 

0.40% 

0.70% 

3.6% 

2.0% 

2001 

$1092 

$28.6 

3,087 

2.5% 

26.2% 

0.50% 

0.65% 

3.7% 

2.1% 

2002 

$116.0 

$29.1 

3.111 

2.4% 

25.1% 

0.50% 

0.62% 

3.9% 

21% 

■es  may  not  add  because  of  roun> 
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SOLVENCY 

OF  STATE  TRUST  FUNDS 

Tuna  Ifl     1  OOO 

June  ju,  ivvo 

TTDT TCT  inrMT*  RAT  AM/^TTC 

Balance 

As  Percent  of 

State 

(SOOO's) 

1 997  Total  Waojes 

Vermont 

5244,629 

4.  /5% 

Wyoming 

$160,205 

A    7  00/ 

4.28% 

Louisiana 

$1 ,370,738 

3.76% 

New  Mexico 

$454,210 

3.75% 

Oregon 

$1 ,132,467 

3.33% 

Alaska 

c 1 OQ  71 Q 

1 1 87,  / 1 y 

3.17/0 

Mississippi 

$593,943 

3.U/% 

Utah 

$585,733 

0    AT  0/ 

3.03% 

Wisconsin 

$1 ,645,302 

"1    Q  jl  0/ 

2 . 94% 

Delaware 

*■  "l  A  1  AAA 

$292,009 

2 . 94% 

Idaho 

$263,471 

2 .  /  /  % 

Iowa 

$717,882 

1  710/ 

2 .  / 1  % 

Washington 

**  1     A  A  1     T  A  A 

$1 ,491 ,300 

1    r  AO/ 

2.50% 

NEW  JERSEY 

$2,581,976 

1    3  TO/ 

2.37% 

Oklahoma 

$612,822 

2.35% 

Georgia 

$1,914,405 

2.25% 

Indiana 

*•  1     4  1^    A/"  } 

$1,412,963 

2.22% 

Mf>\*/  namncnirp 

.  N  C  W    J  JdlllUiiiiJ  c 

$286  886 

2 . 1 7% 

MICHIGAN 

$2,452,822 

2.16% 

South  Carolina 

$733,586 

2.14% 

Montana 

$134,739 

2.07% 

PENNSYLVANIA 

$2,507,198 

2.07% 

Hawaii 

$221,342 

2.06% 

Kansas 

$581,868 

2.05% 

Rhode  Island 

$181,685 

1.99% 

MASSACHUSETTS 

$1,659,693 

1.92% 

Arizona 

$831 ,398 

1  OOO/ 

1 .88% 

Kentucky 

JO  I  D,  lOO 

1  .  Ot-  /o 

Nevada 

$393,828 

1 .83% 

NORTH  CAROLINA 

$1,285,741 

1 .64% 

OHIO 

$2,000,059 

1 .62% 

Maine 

$163,135 

1 .61% 

FLORIDA 

$2,193,370 

1.61% 

Tennessee 

$889,684 

1 .58% 

Maryland 

$756,239 

1 .47% 

**  Connecticut 

$739,735 

1 .47% 

West  Virginia 

$177,200 

1 .45% 

Virginia 

$994,1 29 

1 .36% 

Nebraska 

$202,189 

4  .30% 

Colorado 

$619,999 

1 .29% 

Alabama 

$467,165 

1 .25% 

ILLINOIS 

$1,902,347 

1.25% 

v_.  ALlr  vJrvIN  IA 

1  '710/' 
1  .  Z  I  70 

Arkansas 

$224,602 

1.12% 

Minnesota 

$569,251 

0.98% 

South  Dakota 

$47,752 

0.87% 

Missouri 

$486,993 

0.86% 

North  Dakota 

$29,520 

0.64% 

NEW  YORK 

$1,130,573 

0.49% 

TEXAS 

$929,495 

0.45% 

"Connecticut  trust  fund  balance  excludes  a  bonded  debt  which  was  used  to  pay  UI  benefits. 
Major  industrial  states  appear  in  bold  uppercase. 


SOURCE:    U.S.  Department  of  Labor,  Employment  and  Training  Administration,  Division  of  Actuarial  Services 
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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


The  December  31,  1998  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was 
$1,756  billion.  The  private  contributory  account 
balance  was  $1,694  billion  at  the  end  of  the  year 
and  the  governmental  contributory  account  balance 
was  $62  million. 


1998  REVIEW 


The  Massachusetts  economy  remained  strong 
through  1998  with  lower  unemployment  and 
continuing  job  growth  over  the  year.  The  1998 
annual  average  unemployment  rate  of  3.3%  is  .7% 
below  the  1997  annual  average  rate  of  4.0%.  The 
low  level  of  unemployment  and  solid  job  growth 
increased  the  private  contributory  account  balance 
by  $338  million  over  the  year.  The  year-end 
balance  of  $1.694billion  was  almost  two  and  a  half 
times  the  $699  million  paid  out  during  1998  in 
unemployment  benefits.  Current  reserves  are 
enough  to  finance  benefits  at  the  current  annual 
level  for  29  months. 

Private  employer  contributions  for  1998  were  $936 
million,  a  $198  million  reduction  from  the  prior 
year  level  of  $1,134  billion.  This  reduction  in  1998 
contributions  was  the  result  of  legislation  that  set 
employer  contributions  for  1998  payrolls  at 
Schedule  "C",  a  two  schedule  drop  from  1997's 
Schedule  "E".  The  estimated  $396  average  cost  per 
employee  was  $80  less  than  the  1997  average  cost 
of  $476.  Interest  earnings  on  the  account  balance 
totaled  $100  million  for  the  year. 


E 
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Division  Of  Employment  and  Training 
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QUARTERLY  TRUST  FUND  REPORT 


FIRST  QUARTER  1999 


ASSUMPTIONS  USED  IN  THIS 
FORECAST 


The  benefit  financing  simulations  are  based  on  the 
average  of  the  forecasts  produced  by  Standard  & 
Poor's  DRI  in  December  1998  and  Regional 
Financial  Associates,  issued  in  November  1998. 
DET  continues  to  utilize  the  average  of  the  two 
independent  economic  outlooks  to  represent  a 
consensus  forecast  for  Massachusetts. 

The  assumptions  used  in  this  report  are  arrayed 
below  and  compared  to  the  assumptions  used  to 
produce  the  simulations  for  the  two  prior  Trust 
Fund  Reports  published  in  August  1998  and 
October  1998. 


Wage  &  Salary 
Growth  (%) 

8/98       10/98  01/99 

Total  Unemployment 
Rate  (%) 

8/98       10/98  01/99 

1999 

4.1 

5.7 

6.4 

3.3 

3.6  3.4 

2000 

4.2 

5.8 

5.7 

3.4 

3.6  3.5 

2001 

3.8 

5.7 

5.6 

3.7 

3.7  3.5 

2002 

3.7 

5.5 

5.5 

3.8 

3.9  3.7 

2003 

N/A 

N/A 

5.4 

N/A 

N/A  3.9 

8/98 

Labor  Force 

10/98 

01/99 

1999 

3304,000 

3397,700 

3391,500 

2000 

3^30,900 

3333,900 

3324,400 

2001 

3357,800 

3,364,700 

3352,900 

2002 

3,381,600 

3393300 

3,379300 

2003 

N/A 

N/A 

3,407,500 

The  wage  and  salary  projection  of  6.4%  growth  for 
1999  is  stronger  than  the  5.7%  growth  used  in  the 
October  report.  The  projected  wage  and  salary 
growths  of  5.7%  for  the  year  2000  and  5.6%  for 
2001  are  both  virtually  identical  to  the  last  outlook. 
The  forecast  for  2003  is  expected  to  continue  the 
trend  for  strong  growth  at  5.4%. 

The  projections  for  the  total  unemployment  rates 
for  the  forecast  period  are  in  the  same  range  as 
those  used  in  the  previous  reports,  and  they 
continue  to  point  to  a  very  strong  economy  going 
forward.  The  rates  range  from  3.4%  to  3.9%  over 
the  five  year  period.  The  1999  projection  of  3.4% 
for  total  unemployment  is  .2%  lower  than  the 
estimate  in  the  October  outlook.  The  2000  and 
2001  outlooks  are  for  a  3.5%  annual  unemployment 


rate,  moving  up  to  3.7%  in  2002  and  reaching  3.9% 
in  2003. 

The  Massachusetts  labor  force  is  projected  to  have 
moderate  growth  over  the  entire  outlook  period. 
The  labor  force  is  expected  to  increase  from 
December  1998's  3,276,200  to  3,291,500  during 
1999  and  to  reach  3,407,500  by  2003.  These 
estimates  are  in  line  with  the  levels  used  in  the 
August  1998  outlook. 


||  1999  OUTLOOK  

Trust  fund  reserves  are  expected  to  grow  by  $143 
million  during  1999,  when  the  year-end  balance 
will  reach  $1,837  billion.  Employer  contributions 
for  1999  payrolls  will  be  on  the  special  Schedule 
"B"  rate  table  enacted  last  year.  Income  from 
employer  contributions,  estimated  at  $742  million, 
will  be  $194  million  below  the  1998  contributions 
of  $936  million  and  $392  million  less  than  the 
$1,134  billion  paid  by  employers  in  1997.  The 
estimated  average  cost  per  employee  is  expected  to 
drop  to  $317  for  1999  from  $396  in  1998.  Interest 
earnings  are  estimated  at  $1 10  million  for  the  year. 
The  projection  for  a  low  annual  average 
unemployment  rate  for  1999  results  in  estimated 
benefit  payments  of  $709  million  for  1999. 

Unemployment  Insurance  as  a  cost  of  doing 
business  for  Massachusetts  and  the  other  states  are 
displayed  on  page  6.  The  table  arrays  the  estimated 
cost  per  employee  in  1998  by  state  and 
Massachusetts  estimated  average  cost  per  employee 
for  1999.  As  readers  can  see,  Massachusetts  is 
expected  to  drop  down  to  ninth  position  among  the 
50  states  on  this  indicator  this  year. 
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QUARTERLY  TRUST  FUND  REPORT 


FIRST  QUARTER  1999 


2000  -  2003  PROJECTIONS 


RECOMMENDATION 


The  simulation  estimates  for  the  2000  to  2003 
period  under  current  law  are  arrayed  in  Table  1 . 

Under  current  law,  even  though  the  trust  fund  will 
have  greater  reserves  in  1999  than  at  any  time  in  its 
entire  60  year  history,  it  is  projected  that  Schedule 
"C"  would  be  triggered  for  the  year  2000. 
Contributions  for  2000  would  increase  $99  million 
over  the  1999  level,  to  reach  $841  million. 
Contributions  would  remain  on  Schedule  "C"  for 
2001.  The  higher  levels  of  contributions  during 
2000  and  2001  appear  to  just  barely  trigger 
Schedule  "B"  for  2002.  However,  Schedule  "B"  is 
estimated  to  trigger  for  2002  by  less  than  $40 
million.  This  is  an  extremely  low  amount  for  a  $2.0 
billion  fund  and  a  slight  increase  in  expected  total 
wages  could  result  in  Schedule  "C"  triggering  again 
in  the  year  2002.  The  possible  reduction  in 
contributions  to  Schedule  "B"  in  2002  would  lower 
the  balance  for  computing  the  current  statutory 
trigger  for  2003.  Thus,  Schedule  "C"  is  projected 
to  trigger  for  employer  contributions  for  2003,  with 
an  estimated  balance  that  falls  short  of  the  amount 
required  to  trigger  Schedule  "B"  by  approximately 
$45  million.  These  results  are  presented  with  the 
advisory  note  that  at  this  time  the  estimated  margins 
of  reserves  for  the  triggers  in  the  years  2002  and 
2003  are  very  narrow;  the  year  2002  could  be  on 
Schedule  "C",  rather  than  the  projected  "B",  while 
2003  could  be  "B"  rather  than  the  projected  "C". 

Benefit  payments  would  increase  over  the  period 
from  $735  million  in  2000  to  $852  million  in  2003; 
this  increase  is  principally  attributable  to  anticipated 
wage  inflation.  The  private  contributory  account 
balance  would  grow  to  a  whopping  $2,374  billion 
by  the  end  of  2003  if  Schedule  "C"  is  in  effect  for 
three  of  the  next  four  years. 


The  Administration  has  proposed  legislation  that 
will  dramatically  affect  contribution  rates  in  the 
year  2000  and  beyond.  First,  the  Governor  has 
proposed  that  rates  be  reduced  by  special  act  to 
Schedule  "A"  for  the  year  2000.  This  reduction 
will  save  Massachusetts  businesses  $200  million, 
compared  to  Schedule  "C",  which  would  otherwise 
be  triggered  for  next  year. 

In  addition,  the  Governor  has  proposed  an  overhaul 
of  the  statutory  mechanism  for  triggering  rates 
beginning  in  the  year  2001.  Under  current 
projections,  we  anticipate  that  the  new  triggering 
formula  -  which  sets  the  rates  at  the  lowest 
schedule  when  the  Trust  Fund  has  at  least  12 
months  of  severe  recession  level  benefits  on  hand  - 
will  automatically  trigger  Schedule  "A"  in  the  years 
2001  and  2002.  It  is  expected  that  rates  will  trigger 
on  to  Schedule  "B"  in  the  year  2003. 

As  can  be  seen  from  Table  1A,  these  proposals  will 
trim  the  average  cost  per  employee  in 
Massachusetts  to  about  $270  in  the  years  2000 
through  2002,  a  15  percent  reduction  below  1999's 
estimated  $317  per  employee  and  nearly  a  25 
percent  reduction  below  the  mid  $300  average  costs 
per  employee  that  would  pertain  under  the  current 
law's  projected  Schedule  "C"  rates  for  the  years 
2000,  2001  and  perhaps  2002  as  well.  At  the  same 
time,  under  the  Administration's  proposed  rate 
reforms,  the  Trust  Fund  will  maintain  a  balance  of 
$1,800  billion  to  $1,850  billion  throughout  the 
period  from  2000  to  2003.  This  balance  will  be 
sufficient  to  finance  benefits  for  well  over  two  years 
at  current  projected  levels  of  unemployment 
throughout  the  forecast  period,  or  for  approximately 
a  year  under  a  severe  recession. 
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QUARTERLY  TRUST  FUND  REPORT 


FIRST  QUARTER  1999 


Table  1 

PROJECTION  1999  -  2003 
Massachusetts  Benefit  Financing  Simulation 


Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1998 

1999 

2000 

2001 

2002 

2003 

Balance,  January  1 

$1,356 

$1,694 

$1,837 

$2063 

$2,248 

$2,271 

Income 

$936 

$742 

$841 

$826 

$692 

$811 

Trust  Fund  Interest 

$100 

$110 

$120 

$132 

$140 

$143 

Outlays 

$698 

$709 

$735 

$773 

$809 

$852 

Balance,  December  31 

$1,694 

$1,837 

$2,063 

$2,248 

$2,271 

$2,374 

Schedule 

C 

B* 

C 

C 

B 

C 

Average  Cost/Employee 

$396 

$317 

$356 

$344 

$288 

$333 

*  Chapter  175  of  the  Acts  of  1998  established  a  special  Schedule  "B"  which  self-repeals  January  1,  2002. 
Figures  may  not  add  because  of  rounding. 


Table  2 

Economic  Assumptions  Based  on  DRI  and  RFA  Forecasts  and  Massachusetts  Simulation 


Benefit  Financing  Simulation  Output 


1998 

1999 

2000 

2001 

2002 

2003 

Total  Covered  Payroll  ($Billions) 

$89.3 

$94.5 

$100.7 

$107.1 

$113.7 

$120.6 

Contributory  Payroll  (SBillions) 

$27.3 

$27.3 

$27.9 

$28.4 

$29.0 

$29.5 

Covered  Employment  (Thousands) 

3,021 

3,020 

3,051 

3,077 

3,101 

3,126 

Effective  Contribution  Rate 

3.2% 

2.7% 

3.1% 

2.9% 

2.3% 

2.8% 

Contributory  Wage  Proportion 

30.6% 

28.9% 

27.7% 

26.5% 

25.5% 

24.5% 

Solvency  Assessment 

0.48% 

0.49% 

0.46% 

0.44% 

0.43% 

0.46% 

Contributions  as  %  of  Total  Payroll 

1.05% 

0.79% 

0.84% 

0.77% 

0.61% 

0.67% 

Total  Unemployment  Rate 

3.3% 

3.4% 

3.5% 

3.5% 

3.7% 

3.9% 

Insured  Unemployment  Rate 

2.1% 

2.0% 

2.0% 

2.0% 

2.0% 

2.1% 

Figures  may  not  add  because  of  rounding. 


Prepared  by  DET  Research 


Page  4 


QUARTERLY  TRUST  FUND  REPORT 


FIRST  QUARTER  1999 


Table  1A 

Rate  Reform  Recommendations: 

Schedule  A  by  Special  Act  in  the  year  2000  and 
Overhauled  Rate  Schedule  Triggers  Beginning  2001 

Massachusetts  Benefit  Financing  Simulation 


Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1998 

1999 

2000 

2001 

2002 

2003 

Balance,  January  1 

$1,356 

$1,694 

$1,837 

$1861 

$1,837 

$1,785 

Income 

$936 

$742 

$644 

$634 

$645 

$765 

Trust  Fund  Interest 

$100 

$110 

$115 

$114 

$112 

$111 

Outlays 

$698 

$709 

$735 

$773 

$809 

$852 

Balance,  December  31 

$1,694 

$1,837 

$1,861 

$1,837 

$1,785 

$1,809 

Schedule 

C 

B* 

A 

A 

A 

B 

Average  Cost/Employee 

$396 

$317 

$271 

$264 

$269 

$313 

*  Chapter  175  of  the  Acts  of  1998  established  a  special  Schedule  "B"  which  self-repeals  January  1, 2002. 
Figures  may  not  add  because  of  rounding. 


Table  2A 

Economic  Assumptions  Based  on  DRI  and  RFA  Forecasts  and  Massachusetts  Simulation 


Benefit  Financing  Simulation  Output 


1998 

1999 

2000 

2001 

2002 

2003 

Total  Covered  Payroll  (SBillions) 

$89.3 

$94.5 

$100.7 

$107.1 

$113.7 

$120.6 

Contributory  Payroll  (SBillions) 

$27.3 

$27.3 

$27.9 

$28.4 

$29.0 

$29.5 

Covered  Employment  (Thousands) 

3,021 

3,020 

3,051 

3,077 

3,101 

3,126 

Effective  Contribution  Rate 

3.2% 

2.7% 

2.3% 

2.2% 

2.2% 

2.6% 

Contributory  Wage  Proportion 

30.6% 

28.9% 

27.7% 

26.5% 

25.5% 

24.5% 

Solvency  Assessment 

0.48% 

0.49% 

0.47% 

0.49% 

0.52% 

0.57% 

Contributions  as  %  of  Total  Payroll 

1.05% 

0.79% 

0.64% 

0.59% 

0.57% 

0.63% 

Total  Unemployment  Rate 

3.3% 

3.4% 

3.5% 

3.5% 

3.7% 

3.9% 

Insured  Unemployment  Rate 

2.1% 

2.0% 

2.0% 

2.0% 

2.0% 

2.1% 

Figures  may  not  add  because  of  rounding. 
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QUARTERLY  TRUST  FUND  REPORT 


FIRST  QUARTER  1999 


UNEMPLOYMENT  INSURANCE  AS  A  COST  OF  DOING  BUSINESS: 
STATES  RANKED  BY  COST  PER  EMPLOYEE 

(Through  Third  Quarter  1998) 


RHODE  ISLAND  $  542 

Alaska  $  489 
Massachusetts,  1997  Actual       $  476 

(Schedule  "E") 

**  CONNECTICUT  $  432 

Washington  $  428 
Massachusetts,  thru  Q3  1998      S  396 

(Schedule  "C") 

NEW  JERSEY  $  378 

Oregon  $  369 

Hawaii  $  361 

PENNSYLVANIA  $  332 

Massachusetts,  1999  $  317 

(Schedule  "B*") 

MICHIGAN  $  298 

CALIFORNIA  $  271 

Massachusetts,  2000  $271 

(Schedule  "A") 

MAINE  $270 

West  Virginia  $  243 

NEW  YORK  $  234 

ILLINOIS  $  233 

Nevada  $  230 

VERMONT  $  228 

Delaware  $  227 

Montana  $  193 

Wisconsin  $  192 

Idaho  $  191 

Arkansas  $  186 


Minnesota 
OHIO 

New  Mexico 

Wyoming 

Maryland 

Kentucky 

Missouri 

Tennessee 

North  Dakota 

Louisiana 

Kansas 

Utah 

Iowa 

South  Carolina 

Colorado 

TEXAS 

Mississippi 

Indiana 

Alabama 

Georgia 

Arizona 

FLORIDA 

NORTH  CAROLINA 

Oklahoma 

Virginia 

South  Dakota 

NEW  HAMPSHIRE 

Nebraska 


$  183 
$  175 

$  169  (Median) 

$  165 

$  155 

$  153 

$  138 

$  136 

$  132 

$  129 

$  128 

$  128 

$  125 

$  125 

$  121 

$  120 

$113 

$  109 

$  103 

$88 

$83 

$80 

$80 

$72 

$58 

$43 

$29 

$24 


Computed  by  DET  based  on  US  Dept.  of  Labor,  UIS  Division  of  Actuarial  Services,  3rt  Quarter  CY  '98  Ul  Data  Summary  tax  rates. 
**  Connecticut  data  does  not  include  additional  bond  excise  per  employee. 
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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


CURRENT  CONDITION  OF  THE  FUND 


The  March  31,  1999  Massachusetts  Unemployment 
Insurance  Trust  Fund  balance  was  $1,626  billion. 
The  private  contributory  account  balance  was 
$1,562  billion  at  the  end  of  March  and  the 
governmental  contributory  account  balance  was  $63 
million. 


1999  TO  DATE 


The  Massachusetts  economy's  trend  of  low 
unemployment  and  job  growth  continued  through 
the  end  of  the  first  quarter  of  1999.  The  economy 
has  remained  very  strong  with  the  total 
unemployment  rate,  3.3%  during  1998,  averaging 
at  only  2.9%  for  the  January  through  March  quarter 
of  1999.  Job  growth,  plus  the  low  level  of 
unemployment,  increased  the  private  contributory 
account  balance  to  $1,562  billion  by  the  end  of 
March  1999,  a  $270  million  increase  over  the 
March  30,  1998  balance  of  $1,292  billion. 

Private  employer  contributions,  benefit  payments 
and  interest  earnings  for  the  first  quarter  of  1999 
were  in  line  with  the  1999  forecast  published  earlier 
this  year.  Private  employer  contributions  will  be  on 
special  Schedule  "B"  for  1999  payrolls. 
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Research  Office  of  the  Massachusetts 
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Questions  can  be  directed  to  DET  at 
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QUARTERLY  TRUST  FUND  REPORT 


APRIL  1999 


ASSUMPTIONS  USED  IN  THIS 
FORECAST 


DET  utilizes  an  independent  economic  outlook  as 
the  forecast  for  Massachusetts.  The  benefit 
financing  simulations  in  this  report  are  based  on  the 
forecasts  produced  by  Regional  Financial 
Associates  (RF A)  and  issued  in  March  1999.  The 
new  RFA  forecast  was  based  on  the  latest  labor 
force  and  jobs  benchmark  data  released  by  DET  the 
end  of  February  1 999. 

The  assumptions  used  in  this  report  are  arrayed 
below  and  compared  to  the  assumptions  used  to 
produce  the  prior  two  simulations  published  in 
October  1998  and  February  1999. 


Wage  &  Salary 
Growth  (%) 

10/98       02/99  04/99 

Total  Unemployment 
Rate  (%) 

10/98       02/99  04/99 

1999 

5.7 

6.4 

6.6 

3.6 

3.4  3.1 

2000 

5.8 

5.7 

5.9 

3.6 

3.5  3.2 

2001 

5.7 

5.6 

6.1 

3.7 

3.5  3.1 

2002 

5.5 

5.5 

6.4 

3.9 

3.7  3.3 

2003 

N/A 

5.4 

6.1 

N/A 

3.9  3.4 

10/98 

Labor  Force 

02/99 

04/99 

1999 

3,297,700 

3391,500 

3392300 

2000 

3,333,900 

3324,400 

3315300 

2001 

3364,700 

3352,900 

3331,500 

2002 

3393^00 

3379300 

3358,900 

2003 

N/A 

3,407,500 

3391,400 

The  current  report's  projected  wage  and  salary 
growth  of  6.6%  for  1999  is  in  line  with  the  6.4% 
growth  estimate  used  in  the  February  report.  The 
projected  wage  and  salary  growth  rates  of  5.9%  for 
the  year  2000,  6.1%  for  2001,  6.4%  for  2002  and 
6.1%  for  2003  are  stronger  than  the  previous 
assumptions. 

This  report's  projections  for  the  total  unemployment 
rates  for  the  forecast  period  are  slightly  lower  than 
those  used  in  the  previous  reports  and  they  continue 
to  point  to  a  very  strong  economy  both  this  year  and 
going  forward.  The  projected  unemployment  rates 
range  from  3.1%  to  3.4%  over  the  five  years  ending 
in  2003.  The  current  projected  3.1%  total 
unemployment  rate  for  1999  is  .3%  lower  than  the 


1999  estimate  used  in  DETs  last  report.  The  2000 
rate  of  3.2%,  2001  outlook  for  3.1%,  the  2002  rate 
of  3.3%  and  the  2003  outlook  for  a  3.4%  annual 
unemployment  rate  are  .3%  to  .5%  b,elow  the 
January  outlook. 

The  Massachusetts  labor  force  is  projected  to  have 
slightly  lower  growth  over  the  years  2000  through 
2003  than  was  projected  in  DETs  February 
outlook.  The  labor  force  is  expected  to  increase 
from  the  1998  annual  average  of  3,273,400  to 
3,292,300  during  1999  and  to  reach  3,391,400  by 
2003. 


1999  OUTLOOK 


Trust  fund  reserves  are  expected  to  grow  by  $133 
million  during  1999,  with  the  year-end  balance 
reaching  $1,827  billion.  Employer  contributions  for 
1999  payrolls  will  be  on  the  special  Schedule  "B" 
rate  table  enacted  last  year.  Income  from  employer 
contributions,  estimated  at  $756  million,  will  be 
$180  million  below  the  1998  contributions  of  $936 
million.  The  average  cost  per  employee  is  expected 
to  drop  to  $317  for  1999,  down  20%  from  $396  in 
1998.  Interest  earnings  are  estimated  at  $113 
million  for  the  year.  Benefit  payments  are 
estimated  at  $736  million  for  1999,  $38  million 
more  than  the  $698  million  paid  out  in  1998. 
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2000  -  2003  PROJECTIONS 


The  simulation  estimates  for  the  2000  to  2003 
period  under  current  law  are  arrayed  in  Table  1. 

Under  current  law,  even  though  the  trust  fund  will 
have  greater  reserves  in  1999  than  at  any  time  in  its 
entire  60  year  history,  it  is  projected  that  Schedule 
"C"  would  be  triggered  for  the  year  2000. 
Contributions  for  2000  would  increase  $91  million 
over  the  1999  level,  reaching  $847  million,  and  the 
average  cost  per  employee  would  jump  from  1999's 
projected  $317  to  an  estimated  $356.  We  also 
anticipate  that  Schedule  "C"  would  be  triggered  in 
each  of  the  three  following  years,  2001,  2002  and 
2003.  If  Schedule  "C"  is  in  effect  for  the  next  four 
years,  the  private  contributory  account  balance 
would  grow  to  $2,450  billion  by  the  end  of  2003. 

House  bills  3958  and  3959,  the  Cellucci-Swift 
Administration's  legislative  proposals  for 
unemployment  insurance  rate  reform,  would 
reverse  these  otherwise  certain  rate  increases.  The 
Administration  has  proposed  in  House  3959  that 
rates  be  reduced  by  special  act  to  Schedule  "A"  for 
the  year  2000.  This  reduction  will  save 
Massachusetts  businesses  $199  million  next  year, 
compared  to  Schedule  "C",  which  would  otherwise 
be  triggered  for  next  year,  and  would  cut  the 
average  cost  per  employee  to  a  projected  $271. 

House  3958  overhauls  the  statutory  mechanism  for 
triggering  rate  schedules  beginning  in  the  year 
2001.  Under  current  projections,  DET  anticipates 
that  the  new  triggering  formula  -  which  sets  the 
rates  at  the  lowest  schedule  when  the  Trust  Fund 
has  at  least  12  months  of  severe  recession  level 
benefits  on  hand  -  will  automatically  trigger 
Schedule  "A"  in  the  years  2001  and  2002.  It  is 
expected  that  rates  will  return  to  Schedule  "B"  in 
the  year  2003. 

As  illustrated  in  Table  1A,  these  proposals  will  trim 
the  average  cost  per  employee  in  Massachusetts  to 
about  $270  in  the  years  2000  through  2002.  This  is 
a  15  percent  reduction  below  1999's  estimated  cost 
of  $317  per  employee  and  nearly  a  25  percent 
reduction  below  the  costs  per  employee  that  would 
pertain  under  the  current  law's  projected  Schedule 
"C"  rates  for  the  years  2000,  2001  and  2002.  At  the 
same  time,  under  the  Cellucci-Swift  proposed  rate 


reforms,  the  Trust  Fund  will  maintain  a  balance  of 
in  the  range  of  approximately  $1.8  billion 
throughout  the  period  from  2000  to  2003. 
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Table  1 

PROJECTION  1999  -  2003 
Massachusetts  Benefit  Financing  Simulation 


Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1998 

1999 

2000 

2001 

2002 

2003 

Balance,  January  1 

$1,356 

$1,694 

$1,827 

$2038 

$2,228 

$2,385 

Income 

$936 

$756 

$847 

$831 

$816 

$810 

Trust  Fund  Interest 

$100 

$113 

$120 

$132 

$144 

$152 

Outlays 

$698 

$736 

$756 

$773 

$803 

$851 

Balance,  December  31 

$1,694 

$1,827 

$2,038 

$2,228 

$2,385 

$2,496 

Schedule 

C 

B* 

C 

C 

C 

C 

Average  Cost/Employee 

$396 

$317 

$356 

$344 

$334 

$333 

*  Chapter  175  of  the  Acts  of  1998  established  a  special  Schedule  "B"  which  self-repeals  January  1,  2002. 
Figures  may  not  add  because  of  rounding. 


Table  2 

Economic  Assumptions  Based  on  DRI  and  RFA  Forecasts  and  Massachusetts  Simulation 


Benefit  Financing  Simulation  Output 


1998 

1999 

2000 

2001 

2002 

2003 

Total  Covered  Payroll  ($Billions) 

$92.6 

$95.5 

$101.8 

$108.4 

$116.2 

$124.5 

Contributory  Payroll  (SBillions) 

$27.5 

$27.7 

$28.3 

$28.8 

$29.4 

$30.1 

Covered  Employment  (Thousands) 

3,030 

3,035 

3,058 

3,073 

3,098 

3,127 

Effective  Contribution  Rate 

3.2% 

2.7% 

3.0% 

2.9% 

2.8% 

2.7% 

Contributory  Wage  Proportion 

29.7% 

29.0% 

27.8% 

26.6% 

25.3% 

24.2% 

Solvency  Assessment 

0.48% 

0.43% 

0.46% 

0.43% 

0.41% 

0.41% 

Contributions  as  %  of  Total  Payroll 

1.01% 

0.79% 

0.83% 

0.77% 

0.70% 

0.65% 

Total  Unemployment  Rate 

3.3% 

3.1% 

3.2% 

.  3.1% 

3.3% 

3.4% 

Insured  Unemployment  Rate 

2.2% 

2.1% 

2.1% 

2.1% 

2.1% 

2.1% 

Figures  may  not  add  because  of  rounding. 
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Table  1A 

Rate  Reform  Recommendations: 

Schedule  A  by  Special  Act  in  the  year  2000  and 
Overhauled  Rate  Schedule  Triggers  Beginning  2001 

Massachusetts  Benefit  Financing  Simulation 


Private  Contributory  Trust  Fund  Account  (AH  $  in  Millions) 


1998 

1999 

2000 

2001 

2002 

2003 

Balance,  January  1 

$1,356 

$1,694 

$1,827 

$1835 

$1,810 

$1,764 

Income 

$936 

$756 

$648 

$635 

$645 

$763 

Trust  Fund  Interest 

$100 

$113 

$116 

$114 

$112 

$111 

Outlays 

$698 

$736 

$756 

$773 

$803 

$851 

Balance,  December  31 

$1,694 

$1,827 

$1,835 

$1,810 

$1,764 

$1,788 

Schedule 

C 

B* 

A 

A 

A 

B 

Average  Cost/Employee 

$396 

$317 

$271 

$264 

$269 

$313 

*  Chapter  175  of  the  Acts  of  1998  established  a  special  Schedule  "B"  which  self-repeals  January  I,  2002. 
Figures  may  not  add  because  of  rounding. 


Table  2A 

Economic  Assumptions  Based  on  DRI  and  RFA  Forecasts  and  Massachusetts  Simulation 


Benefit  Financing  Simulation  Output 


1998 

1999 

2000 

2001 

2002 

2003 

Total  Covered  Payroll  ($Billions) 

$92.6 

$95.5 

$101.8 

$108.4 

$116.2 

$124.5 

Contributory  Payroll  ($Billions) 

$27.5 

$27.7 

$28.3 

$28.8 

$29.4 

$30.1 

Covered  Employment  (Thousands) 

3,030 

3,035 

3,058 

3,073 

3,098 

3,127 

Effective  Contribution  Rate 

3.2% 

2.7% 

2.3% 

2.2% 

2.2% 

2.6% 

Contributory  Wage  Proportion 

29.7% 

29.0% 

27.8% 

26.6% 

25.3% 

24.2% 

Solvency  Assessment 

0.48% 

0.43% 

0.47% 

0.48% 

0.51% 

0.55% 

Contributions  as  %  of  Total  Payroll 

1.01% 

0.79% 

0.64% 

0.59% 

0.56% 

0.61% 

Total  Unemployment  Rate 

3.3% 

3.1% 

3.2% 

3.1% 

3.3% 

3.4% 

Insured  Unemployment  Rate 

2.2% 

2.1% 

2.1% 

2.1% 

2.1% 

2.1% 

Figures  may  not  add  because  of  rounding. 
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Massachusetts  Trust  Fund  Balance 
1991  -1999 

Rounded  to  Millions  of 
Dollars 


2000 
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Massachusetts  Unemployment  Rate 
Annual  Average  1991  - 1999 
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ASSUMPTIONS  USED  IN  THIS 
FORECAST 


DET  utilizes  an  independent  economic  outlook  as 
the  forecast  for  Massachusetts.  The  benefit 
financing  simulations  in  this  report  are  based  on  the 
forecasts  produced  by  Regional  Financial 
Associates  (RFA)  and  issued  in  June  1999. 

The  assumptions  used  in  this  report  are  arrayed 
below  and  compared  to  the  assumptions  used  to 
produce  the  prior  two  simulations  published  in 
February  1999  and  April  1999. 


Wige  &  Salary 
Growth  (%) 

02/99       04/99  08/99 

Total  Unemployment 
Rate  (%) 

02/99       04/99  08/99 

1999 

6.4 

6.6 

6.9 

3.4 

3.1  2.9 

2000 

5.7 

5.9 

62 

3.5 

32  3.0 

2001 

5.6 

6.1 

62 

3.5 

3.1  3.0 

2002 

5.5 

6.4 

6.3 

3.7 

33  3.1 

2003 

5.4 

6.1 

6.1 

3.9 

3.4  3.2 

02/99 

Labor  Force 

04/99 

08/99 

1999 

3291,500 

3292300 

3280,600 

2000 

3324,400 

3315300 

3309,100 

2001 

3352,900 

3331,500 

3330300 

2002 

3379200 

3358,900 

3363,400 

2003 

3,407,500 

3391,400 

3399,400 

The  most  important  change  in  this  report's 
economic  assumptions  is  an  acceleration  in  the  pace 
of  projected  wage  growth.  The  current  report's 
estimated  wage  and  salary  growth  rate  of  6.9%  for 
1999  is  0.3%  higher  than  the  estimate  used  in  the 
last  quarter's  report  and  fully  0.5%  above  the  6.4% 
wage  growth  projection  for  this  year  contained  in 
DETs  first  1999  quarterly  report.  The  projected 
annual  wage  and  salary  growth  rates  are  6.1%  or 
greater  for  the  entire  five  year  outlook  period,  with 
rates  of  6.2%  for  2000  and  2001,  6.3%  for  2002  and 
6.1%  for  2003.  The  wage  and  salary  growth  rates 
used  in  the  August  simulations  are  the  strongest 
published  this  year  and  represent  an  increase  of  .5% 
or  more  for  each  year  above  the  projected  growth 
rates  DET  published  six  months  ago. 

The  projections  for  the  total  unemployment  rates 
for  the  five-year  period  are  slightly  lower  than  those 


used  in  the  two  previous  reports  and  continue  to 
point  to  a  very  strong  state  economy  for  1999 
through  2003.  The  projected  unemployment  rates 
range  from  2.9%  to  3.2%  over  the  five  years  ending 
in  2003.  The  current  projected  2.9%  total 
unemployment  rate  for  1999  is  .2%  lower  than  the 
1999  estimate  used  in  DETs  last  report  and  0.1% 
below  the  3.0%  actual  average  unemployment 
Massachusetts  has  experienced  for  the  first  six 
months  of  this  year.  The  2000  and  2001  rates  of 
3.0%,  the  2002  estimate  of  3.1%  and  the  2003 
outlook  for  a  3.2%  annual  unemployment  rate  are 
slightly  lower  than  the  April  assumptions. 

The  Massachusetts  labor  force  is  projected  to  have 
modest  growth  over  the  years  2000  through  2003. 
The  labor  force  is  expected  to  average  3,280,600  in 
1999,  which  is  almost  unchanged  from  the  1998 
annual  average  of  3,273,400,  and  to  exhibit 
moderate  growth  over  the  next  four  years,  reaching 
3,399,400  by  2003. 

SUMMARY:  The  current  assumptions  indicate  low 
unemployment,  high  wage  and  salary  growth  and 
slow  labor  force  growth  for  the  five-year  forecast 
period. 


1999  OUTLOOK 


Trust  fund  reserves  are  expected  to  grow  by  $98 
million  during  1999  to  a  year-end  balance  of  $1,792 
billion.  This  is  very  similar  to  the  $1,827  billion 
1999  closing  balance  projected  in  the  last  quarterly 
report  and  represents  an  all-time  record  for  the 
Fund's  reserves.  Income  from  employer 
contributions  on  the  special  Schedule  "B"  enacted 
last  year  is  estimated  at  $745  million,  $191  million 
below  the  1998  contributions  of  $936  million.  The 
average  cost  per  employee  is  expected  to  drop  to 
$308  for  1999,  down  21%  from  $389  in  1998. 
Interest  earnings  are  estimated  at  $  1 1 7  million  for 
the  year.  Benefit  payments  are  estimated  at  $764 
million  for  1999,  $66  million  more  than  the  $698 
million  paid  out  in  1998.  This  increase  in  outlays  is 
largely  attributable  to  higher  weekly  benefit  checks 
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in  1999  compared  to  1998,  which  is  in  turn  the 
result  of  the  very  robust  wage  growth 
Massachusetts  has  experienced  over  the  past  year. 
During  the  first  six  months  of  1999,  the  weekly 
benefit  amount  paid  to  unemployment  insurance 
claimants  averaged  $278,  an  increase  of  7%  over 
the  $259  average  weekly  benefit  amount  paid  in 
January  to  June  1998.  This  rate  of  increase  almost 
exactly  mirrors  the  estimated  rate  of  wage  growth 
during  this  period. 


2000  -  2003  PROJECTIONS 


The  simulation  estimates  for  the  2000  to  2003 
period  under  current  law  are  arrayed  in  Table  1 . 

Under  current  law,  even  though  the  trust  fund  will 
have  greater  reserves  in  1999  than  at  any  time  in  its 
entire  60  year  history,  it  is  projected  that  Schedule 
"C"  would  be  triggered  for  the  year  2000. 
Contributions  for  2000  would  increase  $119  million 
over  the  estimated  1999  level,  reaching  $864 
million,  and  the  average  cost  per  employee  would 
increase  16%  above  1999's  projected  level,  rising 
from  $308  to  an  estimated  $356.  We  also  anticipate 
that  Schedule  "C"  would  be  triggered  in  each  of  the 
three  following  years,  2001,  2002  and  2003.  If 
Schedule  "C"  were  in  effect  for  the  next  four  years, 
the  private  contributory  account  balance  would 
grow  to  nearly  $2.4  billion  by  the  end  of  2003. 

House  bills  3958  and  3959,  the  Cellucci-Swift 
Administration's  legislative  proposals  for 
unemployment  insurance  rate  reform,  would 
reverse  these  otherwise  certain  rate  increases.  The 
Administration  has  proposed  in  House  3959  that 
rates  be  reduced  by  special  act  to  Schedule  "A"  for 
the  year  2000.  This  reduction  will  save 
Massachusetts  businesses  $202  million  next  year, 
compared  to  Schedule  "C",  which  would  otherwise 
be  triggered  for  the  year  2000,  and  would  cut  the 
average  cost  per  employee  to  a  projected  $273,  an 
1 1%  reduction  below  current  costs. 


House  3958  overhauls  the  statutory  mechanism  for 
triggering  rate  schedules  beginning  in  the  year 
2001.  Under  current  projections,  DET  anticipates 
that  the  new  triggering  formula  -  which  sets  the 
rates  at  the  lowest  schedule  when  the  Trust  Fund 
has  at  least  12  months  of  severe  recession  level 
benefits  on  hand  -  will  automatically  trigger 
Schedule  "A"  in  the  2001.  It  is  expected  that  rates 
will  return  to  Schedule  "B"  in  the  years  2002  and 
2003. 

As  illustrated  in  Table  1  A,  these  proposals  will  trim 
the  average  cost  per  employee  in  Massachusetts  to 
about  $265  in  2001,  a  24  percent  reduction  below 
the  costs  per  employee  that  would  pertain  under  the 
current  law's  projected  Schedule  "C"  rates  for  the 
year  2001.  At  the  same  time,  under  the  Cellucci- 
Swift  proposed  rate  reforms,  the  Trust  Fund  will 
maintain  a  balance  of  approximately  $1.8  billion 
throughout  the  period  from  2000  to  2003.  This  will 
be  enough  cash  on  hand  to  cover  at  least  two  year's 
worth  of  benefit  payments  at  the  levels  of 
unemployment  that  are  expected  during  each  of 
these  years. 
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Table  1 

PROJECTION  1999  -  2003 
Massachusetts  Benefit  Financing  Simulation 


Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1998 

1999 

2000 

2001 

2002 

2003 

Balance,  January  1 

$1,356 

$1,694 

$1,792 

$2,007 

$2,172 

$2,311 

Income 

$936 

$745 

$864 

$846 

$841 

$838 

Trust  Fund  Interest 

$100 

$117 

$121 

$131 

$139 

$147 

Outlays 

$698 

$764 

$769 

$812 

$841 

$902 

Balance,  December  31 

$1,694 

$1,792 

$2,007 

$2,172 

$2,311 

$2,394 

Schedule 

C 

B* 

C 

C 

C 

C 

Average  Cost/Employee 

$389 

$308 

$356 

$347 

$341 

$336 

*  Chapter  175  of  the  Acts  of  1998  established  a  special  Schedule  "B"  which  self-repeals  January  1,  2002. 
Figures  may  not  add  because  of  rounding. 


Table  2 

Economic  Assumptions  Based  on  RFA  Forecasts  and  Massachusetts  Simulation 


Benefit  Financing  Simulation  Output 


1998 

1999 

2000 

2001 

2002 

2003 

Total  Covered  Payroll  ($Billions) 

$92.5 

$97.0 

$104.2 

$111.3 

$119.5 

$128.0 

Contributory  Payroll  (SBillions) 

$27.6 

$27.5 

$28.7 

$29.3 

$30.0 

$30.7 

Covered  Employment  (Thousands) 

3,063 

3,085 

3,098 

3,118 

3,149 

3,182 

Nominal  Contribution  Rate  ($10,800) 

3.2% 

2.6% 

3.0% 

2.9% 

2.8% 

2.7% 

Contributory  Wage  Proportion 

29.8% 

28.4% 

27.5% 

26.3% 

25.1% 

24.0% 

Solvency  Assessment 

0.48% 

0.44% 

0.47% 

0.45% 

0.45% 

0.47% 

Contributions  as  %  of  Total  Payroll 

1.01% 

0.77% 

0.83% 

0.76% 

0.70% 

0.65% 

Total  Unemployment  Rate 

3.3% 

2.9% 

3.0% 

3.0% 

3.1% 

3.2% 

Insured  Unemployment  Rate 

2.2% 

2.1% 

2.1% 

2.1% 

2.1% 

2.1% 

Figures  may  not  add  because  of  rounding. 
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Table  1A 

Rate  Reform  Recommendations: 

Schedule  A  by  Special  Act  in  the  year  2000  and 
Overhauled  Rate  Schedule  Triggers  Beginning  2001 

Massachusetts  Benefit  Financing  Simulation 


Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1998 

1999 

2000 

2001 

2002 

2003 

Balance,  January  1 

$1,356 

$1,694 

$1,792 

$1,800 

$1,747 

$1,789 

Income 

$936 

$745 

$662 j 

$647 

$773 

$789 

Trust  Fund  Interest 

$100 

$117 

$116 

$112 

$110 

$112 

Outlays 

$698 

$764 

$769 

$812 

$841 

$902 

Balance,  December  31 

$1,694 

$1,792 

$1,800 

$1,747 

$1,789 

$1,788 

Schedule 

C 

B* 

A 

A 

B 

B 

Average  Cost/Employee 

$389 

$308 

$273 

$265 

$313 

$317 

*  Chapter  175  of  the  Acts  of  1998  established  a  special  Schedule  "B"  which  self-repeals  January  1,  2002. 
Figures  may  not  add  because  of  rounding. 


Table  2A 

Economic  Assumptions  Based  on  RFA  Forecasts  and  Massachusetts  Simulation 


Benefit  Financing  Simulation  Output 


1998 

1999 

2000 

2001 

2002 

2003 

Total  Covered  Payroll  ($Billions) 

$92.5 

$97.0 

$104.2 

$111.3 

$119.5 

$128.0 

Contributory  Payroll  (SBillions) 

$27.6 

$27.5 

$28.7 

$29.3 

$30.0 

$30.7 

Covered  Employment  (Thousands) 

3,063 

3,085 

3,098 

3,118 

3,149 

3,182 

Nominal  Contribution  Rate  ($10,800) 

3.2% 

2.6% 

2.3% 

2.2% 

2.6% 

2.6% 

Contributory  Wage  Proportion 

29.8% 

28.4% 

27.5% 

26.3% 

25.1% 

24.0% 

Solvency  Assessment 

0.48% 

0.44% 

0.48% 

0.50% 

0.55% 

0.58% 

Contributions  as  %  of  Total  Payroll 

1.01% 

0.77% 

0.64% 

0.58% 

0.65% 

0.62% 

Total  Unemployment  Rate 

3.3% 

2.9% 

3.0% 

3.0% 

3.1% 

3.2% 

Insured  Unemployment  Rate 

2.2% 

2.1% 

2.1% 

2.1% 

2.1% 

2.1% 

Figures  may  not  add  because  of  rounding. 
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Getting  Massachusetts  Ul  Costs  Under  Control 
Annual  Average  Cost  Per  Employee 


Prepared  by  DET  Research 


Page  6 


QUARTERLY  TRUST  FUND  REPORT 


AUGUST  1999 


UNEMPLOYMENT  INSURANCE  AS  A  COST  OF  DOING  BUSINESS: 
STATES  RANKED  BY  COST  PER  EMPLOYEE 

(New  England  and  Industrial  States  Capitalized) 
Calendar  Year  1999 


Alaska 

$416 

New  Mexico 

$  172 

RHODE  ISLAND 

$402 

Wyoming 

$  171 

Washington 

$397 

Minnesota  (Median) 

$162 

MASSACHUSETTS,  1998  Actual 

$389 

Maryland 

$  161 

(Schedule  "C") 

OHIO 

$  152 

Oregon 

$351 

Mississippi 

$  140 

Hawaii 

$328 

North  Dakota 

$  136 

NEW  JERSEY 

$319 

Louisiana 

$  135 

PENNSYLVANIA 

$313 

Kansas 

$  132 

MASSACHUSETTS,  1999 

$308 

Colorado 

$  129 

(Schedule  "B") 

TEXAS 

$  128 

MICHIGAN 

$281 

Iowa 

$  124 

MAINE 

$278 

Indiana 

$  117 

MASSACHUSETTS,  2000 

$273 

Tennessee 

$  113 

(Schedule  "A") 

NORTH  CAROLINA 

$  111 

NEW  YORK 

$254 

Alabama 

$  106 

**  CONNECTICUT 

$251 

Utah 

$  105 

West  Virginia 

$245 

South  Carolina 

$  103 

CALIFORNIA 

$245 

Missouri 

$87 

ILLINOIS 

$245 

Arizona 

$  87 

Nevada 

$235 

NEW  HAMPSHIRE 

$63 

VERMONT 

$208 

Virginia 

$62 

Delaware 

$207 

FLORIDA 

$55 

Wisconsin 

$  197 

Nebraska 

$50 

Montana 

$  196 

Oklahoma 

$49 

Idaho 

$  196 

South  Dakota 

$44 

Arkansas 

$  192 

Georgia 

$31 

Kentucky 

$  187 

Computed  by  DET  based  on  US  Dept.  of  Labor,  UTS  Division  of  Actuarial  Services,  Ul  Data  Summary  preliminary  CY  99  tax  rates  and  CY  "98 
annual  average  wages. 

**  Connecticut  data  does  not  include  additional  bond  excise  per  employee.  
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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


The  December  31,  1999  Massachusetts  Unemployment 
Insurance  Trust  Fund  balance  was  $1,879  billion.  The 
private  contributory  account  balance  was  $1,811 
billion  at  the  end  of  December  and  the  governmental 
contributory  account  balance  was  $68  million. 


CURRENT  CONDITION  OF  THE  FUND 


Massachusetts  ended  the  year  with  record  highs  for  the 
number  of  residents  employed  and  the  number  of  jobs, 
two  measures  of  the  continuing  strength  of  the  state's 
economy.  The  total  unemployment  rate,  averaged 
3.2%  for  the  1999,  placing  the  year  in  a  tie  with  1987 
for  the  lowest  annual  average  in  thirty  years. 

During  1999  Trust  Fund  reserves  grew  to  $1,811 
billion,  $117  million  more  than  the  previous  year,  and 
a  new  all-time  high  record  high.  Employer 
contributions,  on  special  Schedule  B,  generated  income 
of  $778  million,  offsetting  benefit  outlays  of  $777 
million  during  the  year. 

Stronger  growth  in  contributory  payrolls,  the  likely 
result  of  the  tight  labor  market  and  job  turnover, 
provided  more  employer  contributions  than  previously 
estimated.  Income  from  contributions  was  over  $30 
million  higher  than  the  projections  published  in  DET's 
August  report  and  $12  million  higher  than  the  estimate 
in  our  October  report.  Based  on  this  higher  level  of 
contributions  and  the  moderate  job  growth,  the  1999 
average  annual  cost  per  employee  is  now  estimated  at 
$320  for  private  contributory  employers.  We  currently 
expect  the  average  cost  per  employee  in  the  year  2000 
to  be  $310. 

Benefit  outlays  were  also  stronger  than  originally 
expected  as  wage  growth  continued  to  push  up  the 
average  weekly  benefit  amount  to  $278.86  for  1999,  an 
increase  of  6.8%  over  the  1998  figure. 

Interest  earnings  on  the  reserves  in  Massachusetts' 
Unemployment  Insurance  Trust  Fund  were  $117  million 
last  year. 
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ASSUMPTIONS  USED  IN  THIS 
FORECAST 


DET  utilizes  an  independent  economic  outlook  as 
the  forecast  for  Massachusetts.  The  benefit 
financing  simulations  in  this  report  are  based  on  the 
forecasts  produced  by  Regional  Financial 
Associates  (RFA)  and  issued  in  December  1999. 

The  assumptions  used  in  this  report  are  arrayed 
below  and  compared  to  the  assumptions  used  to 
produce  the  prior  two  simulations  published  in 
August  1999  and  October  1999. 


Wage  &  Salary 
Growth  (%) 

08/99       10/99  01/00 

Total  Unemployment 
Rate  (•/•) 

08/99       10/99  01/00 

2000 

62 

5.5 

6.3 

3.0 

3.0 

3.0 

2001 

62 

5.1' 

5.3 

3.0 

3.1 

3.2 

2002 

63 

52 

5.3 

3.1 

32 

3.3 

2003 

■  6.1 

4.9 

5.0 

3.2 

3.4 

3.5 

2004 

N/A 

N/A 

4.8 

N/A 

N/A 

3.6 

08/99 

Labor  Force 

10/99 

01/00 

2000 

3309,100 

3394,800 

3393300 

2001 

3330300 

3305,100 

3302300 

2002 

3363,400 

3328,000 

3325,700 

2003 

3399,400 

3351,700 

3350,100 

2004 

N/A 

N/A 

3376,000 

The  pace  of  wage  growth  projected  for  2000  has 
been  increased  in  this  report  to  6.3%,  0.8%  higher 
than  the  5.5%  growth  in  projections  used  in  the 
October  report,  but  almost  the  same  as  the  6.2% 
wage  growth  projection  contained  in  the  August 
report.  The  projected  annual  wage  and  salary 
growth  rates  for  the  2001  to  2003  outlook  period 
are  slightly  higher  than  the  previous  estimates 
published  in  October  1999,  but  still  in  the  5.0%  to 
5.3%  annual  range.  The  wage  and  salary  growth 
rate  for  2004  is  4.8%.  The  outlook  for  lower  wage 
and  salary  growth  during  the  2001  through  2004 
period  reflects  the  expectation  that  the  most  recent 
rate  of  wage  growth  will  not  be  sustainable  over  the 
longer  term. 

The  projections  for  the  total  unemployment  rates 
for  the  2001  to  2003  period  are  0.1%  higher  than 
those  used  in  the  October  report.  The  projected  rate 
for  total  unemployment  for  2004  is  3.6%.  The 
projected  unemployment  rates  range  from  3.0%  to 
3.6%  over  the  five  years  ending  in  2004. 


The  Massachusetts  labor  force  is  projected  to  have 
more  modest  growth  over  the  years  2000  through 
2003  than  was  projected  in  DETs  August  and 
October  outlooks.  The  labor  force  is  expected  to 
average  3,293,200  in  2000,  which  is  almost 
unchanged  from  the  estimated  level  used  in  the 
October  report.  The  outlook  for  the  entire  five-year 
period  is  for  a  tight  labor  market. 


2000  OUTLOOK 


Based  on  the  current  economic  assumptions  of 
continued  strong  wage  and  salary  growth,  a  low  total 
unemployment  rate  and  very  moderate  labor  force 
growth,  the  simulation  indicates  that  Trust  Fund 
reserves  will  reach  $1,873  billion  by  the  end  of 
2000,  adding  $62  million  to  the  Fund's  current 
reserves.  Due  to  recently  enacted  legislation  signed 
into  law  by  the  Governor,  employer  contributions 
will  remain  "frozen"  on  special  Schedule  B  and  are 
expected  to  generate  income  of  $751  million  at  an 
estimated  average  annual  cost  of  $3 10  per  employee. 
Absent  this  legislation,  rates  could  have  "triggered" 
up  to  Schedule  "C"  this  year,  a  1 5%  increase  above 
Schedule  "B".  Benefit  outlays  are  estimated  at  $81 1 
million,  reflecting  the  slightly  lower  rate  of  insured 
unemployment  and  higher  average  weekly  benefit 
amounts.  Interest  earnings  are  estimated  at  $122 
million. 


I  2001  -  2004  PROJECTIONS 

The  simulation  estimates  for  the  2001  to  2004 
period  under  current  law  are  arrayed  in  Table  1 . 

The  outlook  for  the  2001  to  2004  period  shows 
employer  contributions  returning  to  Schedule  "C" 
for  the  four-year  period,  since  the  statutory 
"triggers"  remain  unchanged.  If  these  automatic 
triggers  were  allowed  to  take  effect,  Trust  Fund 
reserves  would  grow  to  $2,203  billion  by  the  end  of 
2004. 
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Table  1 

PROJECTION  2000-2004 

Massachusetts  Benefit  Financing  Simulation 


Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1999 

2000 

2001 

2002 

2003 

2004 

Balance,  January  1 

$1,694 

$1,811 

$1 ,873 

$2,014 

$2,127 

$2,193 

Income 

$778 

$751 

$855 

$852 

$841 

$840 

Trust  Fund  Interest 

$117 

$122 

$129 

$138 

$145 

$148 

Outlays 

$777 

$811 

$843 

$877 

$919 

$978 

Balance,  December  31 

$1,811 

$1 ,873 

$2,014 

$2,127 

$2,193 

$2,203 

Schedule 

B* 

B* 

C 

C 

C 

C 

Average  Cost/Employee 

$320 

$310 

$352 

$349 

$342 

$339 

*  Chapter  175  of  the  Acts  of  1998  established  a  special  Schedule  "B"  which  self-repeals  January  1,  2003. 
Figures  may  not  add  because  of  rounding. 


Table  2 

Economic  Assumptions  Based  on  RFA  Forecasts  and  Massachusetts  Simulation 


Benefit  Financing  Simulation  Output 


1999 

2000 

2001 

2002 

2003 

2004 

Total  Covered  Payroll  ($Billions) 

$98.7 

$103.9 

$109.6 

$116.1 

$122.7 

$129.4 

Contributory  Payroll  (SBillions) 

$28.1 

$28.7 

$29.0 

$29.5 

$30.1 

$30.6 

Covered  Employment  (Thousands) 

3,088 

3,089 

3,098 

3,119 

3,142 

3,165 

Nominal  Contribution  Rate  ($10,800) 

2.7% 

2.6% 

3.0% 

2.9% 

2.8% 

2.7% 

Contributory  Wage  Proportion 

28.5% 

27.6% 

26.5% 

25.4% 

24.5% 

23.6% 

Solvency  Assessment 

0.37% 

0.50% 

0.50% 

0.50% 

0.51% 

0.55% 

Contributions  as  %  of  Total  Payroll 

.79% 

0.72% 

0.78% 

0.73% 

0.69% 

0.65% 

Total  Unemployment  Rate 

3.0% 

3.0% 

3.2% 

3.3% 

3.5% 

3.6% 

Insured  Unemployment  Rate 

2.1% 

2.1% 

2.1% 

2.1% 

2.1% 

2.2% 

Figures  may  not  add  because  of  rounding. 
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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


The  March  31,  2000  Massachusetts  Unemployment 
Insurance  Trust  Fund  balance  was  $1,743  billion.  The 
private  contributory  account  balance  was  $1,675 
billion  at  the  end  of  March  and  the  governmental 
contributory  account  balance  was  $69  million. 


CURRENT  CONDITION  OF  THE  FUND 


The  number  of  residents  employed  and  the  number  of 
jobs  in  Massachusetts,  two  of  the  measures  used  to 
monitor  the  strength  of  the  Commonwealth's 
economy,  are  at  record  high  levels.  For  the  first  two 
months  of  the  year,  3,202,000  residents  were 
employed  and  100,200  residents  were  unemployed 
and  seeking  work.  The  year  to  date  total 
unemployment  rate  of  3.0%  is  a  full  percentage  point 
below  the  national  rate  and  0.2%  below  last  year's 
annual  rate  of  3.2%. 

These  positive  economic  trends  are  directly  reflected 
m  the  status  of  the  Unemployment  Insurance  Trust 
Fund.  The  Fund's  end-of-quarter  reserves  of  $1,675 
billion  were  $113  million  higher  than  the  $1,562 
billion  balance  on  hand  one  year  ago. 


ASSUMPTIONS  USED  IN  THIS 
FORECAST 


DET  utilizes  an  independent  economic  outlook  as  the 
forecast  for  Massachusetts.  The  benefit  financing 
simulations  in  this  report  are  based  on  the  forecasts 
produced  by  Regional  Financial  Associates  (RFA) 
and  issued  in  March  2000. 
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The  assumptions  used  in  this  report  are  arrayed 
below  and  compared  to  the  assumptions  used  to 
produce  the  prior  two  simulations  published  in 
October  1999  and  January  2000.  The  March  RFA 
assumptions  for  the  labor  force  and  the  total 
unemployment  rate  are  based  on  the  revised 
benchmark  data  released  by  DET  in  late  February. 


2000  OUTLOOK 


Wage  &  Salary 
Growth  (%) 

10/99       01/00  04/00 

Total  Unemployment 
Rate  (%) 

10/99       01/00  04/00 

2000 

5.5 

6.3 

6.4 

3.0 

3.0  3.2 

2001 

5.1 

5.3 

5.7 

3.1 

3.2  3.5 

2002 

5.2 

5.3 

5.2 

3.2 

3.3  3.7 

2003 

4.9 

5.0 

5.0 

3.4 

3.5  3.9 

2004 

N/A 

4.8 

4.7 

N/A 

3.6  4.1 

10/99 

Labor  Force 

01/00 

04/00 

2000 

3,294,800 

3,293,200 

3304300 

2001 

3,305,100 

3,302,200 

3  320,600 

2002 

3,328,000 

3,325,700 

3341,300 

2003 

3351,700 

3,350,100 

3365,600 

2004 

N/A 

3376,000 

3391,000 

The  6.4%  rate  of  wage  growth  projected  for  2000  is 
slightly  higher  than  the  6.3%  growth  projection 
used  in  our  January  report.  The  projected  annual 
wage  and  salary  growth  rate  for  2001  is  5.7%,  a 
0.4%  increase  over  the  previous  growth  rate  of 
5.3%.  The  remainder  of  the  2002  to  2004  outlook 
period  has  annual  growth  rates  of  5.2%,  5.0%  and 
4.7%. 

Our  current  projections  for  the  total  unemployment 
rates  for  the  2000  to  2004  period  are  0.2%  to  0.5% 
higher  than  those  used  in  the  January  report.  At 
3.2%,  the  projected  total  unemployment  rate  for 
2000  is  expected  to  be  the  same  as  the  1 999  actual 
rate. 

The  Massachusetts  labor  force  is  projected  to 
continue  to  have  slightly  more  growth  over  the 
years  2000  through  2004  than  was  forecast  in 
DET's  January  report,  but  comparable  to  the 
expected  growth  used  in  the  October  outlook.  The 
labor  force  is  expected  to  average  3,304,200  in 
2000.  The  outlook  for  the  entire  five-year  period  is 
for  moderate  growth,  reaching  3,391,000  by  2004. 


The  current  economic  assumptions  for  continued 
strong  wage  and  salary  growth,  a  low  total 
unemployment  rate  and  moderate  labor  force 
growth,  indicate  that  Trust  Fund  reserves  will  reach 
$1,930  billion  by  the  end  of  2000.  At  $1,930 
billion,  projected  year-end  reserves  will  be  $119 
million  higher  than  the  actual  1999  closing  balance 
of  $1,811  billion  and  $57  million  more  than  the 
$1,873  billion  December  31,  2000  reserve  balance 
estimate  published  in  the  January  report. 

Legislation  enacted  by  the  Legislature  and  signed 
into  law  by  the  Governor  late  last  year,  froze 
employer  contributions  on  special  Schedule  "B"  for 
the  year  2000.  Employer  contributions  on  special 
Schedule  "B"  are  expected  to  generate  income  of 
$784  million  at  an  estimated  average  annual  cost  of 
$319  per  employee.  This  income  forecast  is  up  $33 
million  over  the  $75 1  million  estimate  contained  in 
our  January  report. 

Benefit  outlays  are  now  estimated  at  $794  million, 
which  is  $17  million  less  than  the  $811  million 
outlay  estimate  published  in  the  January  2000  report. 
Interest  earnings  for  the  year  are  now  estimated  at 
$129  million,  $7  million  more  than  in  January 
outlook. 


2001  -  2004  PROJECTIONS 


The  simulation  estimates  for  the  2001  to  2004 
period  under  current  law  are  arrayed  in  Table  1 . 

The  outlook  for  the  2001  to  2004  period  shows 
employer  contributions  returning  to  Schedule  "C" 
for  the  four-year  period,  assuming  the  statutory 
"triggers"  were  allowed  to  set  rates  by  default  in 
these  years. 

During  2001,  employer  contributions  based  on 
Schedule  "C"  would  increase  to  $896  million,  an 
increase  of  $125  million,  or  14%  above  2000  levels. 
On  a  per  employee  basis,  2001  contributions  would 
cost  $363  on  Schedule  "C",  an  increase  of  14% 
above  the  current  average  cost  of  $319.  Employer 
contributions,  plus  interest  earnings  of  $140 
million,  would  generate  revenues  of  $1 .036  billion. 
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Benefit  payments  are  now  expected  to  be 
$847million  for  2001.  Consequently,  if  rates 
triggered  up  to  Schedule  "C"  in  2001,  Trust  Fund 
reserves  would  grow  to  $2.1 19  billion  by  the  end  of 
that  year. 

Virtually  all  analysts  believe,  however,  that  this  rate 
increase  is  both  unreasonable,  and  completely 
unnecessary.  Several  alternative  legislative 
proposals  regarding  contribution  rates  for  the  year 
2001  are  now  under  discussion.  These  range  from 
freezing  rates  at  the  current  Schedule  "B",  to 
reducing  them  a  bit  to  a  new  Schedule  "A+",  to 
reducing  them  further  to  Schedule  "A".  The  key 
characteristics  of  each  of  these  scenarios  are 
discussed  below. 

•  Freezing  rates  at  "B" 

This  scenario  would  hold  the  average  cost  per 
employee  at  $3 1 2,  quite  close  to  the  current  levels, 
while  adding  $60  million  to  the  year  2000's 
projected  $1,930  billion  surplus.  Thus,  under  a 
freeze,  we  estimate  a  December  31,  2001  Trust 
Fund  balance  of  $1 .990  billion. 

•  Cutting  rates  to  "A+" 

This  scenario  would  set  rates  0.2%  higher  than 
those  that  appear  in  the  existing  codified  Schedule 
"A"  rate  table.  This  new  "A+"  Schedule  would  trim 
the  average  cost  per  employee  to  an  estimated  $299, 
representing  a  6%  reduction  below  current  costs, 
and  the  first  drop  below  the  $300  cost  per  employee 
mark  in  a  decade.  Under  "A+"  rates,  the  Trust  Fund 
would  add  an  estimated  $27  million  to  its  reserves 
next  year,  to  reach  an  end-of-year  balance  of  $1 .957 
billion. 


•    Cutting  rates  to  "A" 

The  Cellucci-Swift  rate  trigger  bill,  H.  3958,  filed  at 
the  beginning  of  the  legislative  session,  would  have 
set  rates  for  the  year  2001  at  Schedule  "A"  if  that 
bill's  new  rate  triggers  were  in  effect  today. 
Schedule  "A"  would  reduce  the  average  cost  per 
employee  to  $278,  a  13%  cut  below  present  average 
costs.  Under  Schedule  "A",  Trust  Fund  reserves 
would  end  the  year  2001  at  $1,903  billion.  This  is 
slightly  below  the  expected  December  31,  2000 
balance  of  $1,930  billion,  but  nearly  $100  million 
above  the  $1,811  billion  reserve  balance  at  which 
the  Trust  Fund  began  the  current  year.  The 
Administration  continues  to  believe  that  this  rate 
cut  to  Schedule  "A"  is  the  preferred  policy  choice. 

The  impacts  of  these  scenarios  on  the  average  cost 
per  employee  and  the  Trust  Fund's  cash  reserves  are 
depicted  visually  on  pages  5  and  6.  It  is  clear  from 
these  data  that  rate  reduction  is  achievable  without 
placing  the  Trust  Fund's  reserves  in  jeopardy.  With 
this  year's  shortened  legislative  session  now 
drawing  near  to  its  end,  it  is  hoped  that  legislative 
action  on  unemployment  insurance  rates  for  the 
year  2001  will  be  taken  soon. 


Prepared  by  DET  Research 


QUARTERLY  TRUST  FUND  REPORT 


APRIL  2000 


Table  1 

PROJECTION  2000-2004 
Massachusetts  Benefit  Financing  Simulation 


Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1999 

2000 

2001 

2002 

2003 

2004 

Balance,  January  1 

$1 ,694 

$1,811 

$1 ,930 

$2,119 

$2,265 

$2,334 

Income 

$778 

$784 

$896 

$892 

$878 

$875 

TruSt  Fund  Interest 

$117 

$129 

$140 

$152 

$161 

$164 

Outlays 

$777 

$794 

$847 

$898 

$970 

$1,038 

Balance,  December  31 

$1,811 

$1,930 

$2,119 

$2,265 

$2,334 

$2,335 

Schedule 

B* 

B* 

C 

C 

C 

C 

Average  Cost/Employee 

$318 

$319 

$363 

$359 

$351 

$347 

*  Chapter  175  of  the  Acts  of  1998  established  a  special  Schedule  "B"  which  self-repeals  January  1,  2003. 
Figures  may  not  add  because  of  rounding. 


Table  2 

Economic  Assumptions  Based  on  RFA  Forecasts  and  Massachusetts  Simulation 


Benefit  Financing  Simulation  Output 


1999 

2000 

2001 

2002 

2003 

2004 

Total  Covered  Payroll  (SBillions) 

$101.4 

$105.0 

$111.4 

$117.8 

$124.5 

$131.3 

Contributory  Payroll  ($Billions) 

$28.4 

$29.3 

$29.8 

$30.3 

$30.8 

$31.4 

Covered  Employment  (Thousands) 

3,126 

3,140 

3,154 

3,172 

3,194 

3,216 

Nominal  Contribution  Rate  ($10,800) 

2.7% 

2.7% 

3.0% 

2.9% 

2.8% 

2.8% 

Contributory  Wage  Proportion 

28.0% 

27.9% 

26.8% 

25.7% 

24.7% 

23.9% 

Solvency  Assessment 

0.37% 

0.24% 

0.29% 

0.28% 

0.32% 

0.36% 

Contributions  as  %  of  Total  Payroll 

.77% 

0.75% 

0.80% 

0.76% 

0.71% 

0.67% 

Total  Unemployment  Rate 

3.2% 

3.2% 

3.5% 

3.7% 

3.9% 

4.1% 

Insured  Unemployment  Rate 

2.2% 

2.1% 

2.2% 

2.2% 

2.3% 

2.3% 

Figures  may  not  add  because  of  rounding. 
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Massachusetts  UI  Trust  Fund  Reserves 
Under  Different  Rate  Scenarios  For  2001 

Schedule  "C"  will  be  triggered  if  no  rate  legislation  is  passed 


SBillions 


Actual 
Dec  31, 1999 
Balance 


Projected 
Dec  31,2000 
Balance 


Estimated 
Dec  31, 2001 

Balance 
Schedule  "C" 


Estimated 
Dec  31,2001 

Balance 
Schedule  "B" 


Estimated 
Dec  31,  2001 

Balance 
Schedule  "A+r 


Estimated 
Dec  31,2001 

Balance 
Schedule  "A" 
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UNEMPLOYMENT  INSURANCE  AS  A  COST  OF  DOING  BUSINESS: 
STATES  RANKED  BY  COST  PER  EMPLOYEE 

(New  England  and  Industrial  States  Capitalized) 
Through  First  Quarter  1999 
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West  Virginia 

$  249 

Utah 

$  80 

Connecticut 

$247 

NEW  HAMPSHIRE 

$62 

NEW  YORK 

$245 

FLORIDA 

$56 

ILLINOIS 

$244 

Nebraska 

$51 

Nevada 

$243 

Oklahoma 

$49 

VERMONT 

$211 

South  Dakota 

$45 

Delaware 

$205 

Georgia 

$31 

Montana 

$200 

Virginia 

$31 

Wisconsin 

$200 

Computed  by  DET  based  on  US  Dept  of  Labor,  Office  of  Workforce  Security,  Division  of  Actuarial  Services,  3rd  Quarter  CY  '99  UI  Data  Summary  tax 
rates. and  preliminary  average  weekly  wages. 
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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


The  July  31,  2000  Massachusetts  Unemployment 
Insurance  Trust  Fund  balance  was  $2,050  billion.  The 
private  contributory  account  balance  was  $1,977 
billion  at  the  end  of  July  and  the  governmental 
contributory  account  balance  was  $73  million. 


CURRENT  CONDITION  OF  THE  FUND 


Two  of  the  most  important  indicators  of  the  strength 
of  the  Commonwealth's  economy  --  the 
unemployment  rate  and  the  number  of  jobs  - 
continued  to  break  historical  records  during  the  year 
2000.  .The  total  unemployment  rate  averaged  2.7%  for 
the  first  six  months  of  2000,  more  than  a  full 
percentage  point  below  the  national  4.0%  rate  and  the 
lowest  six-month  average  ever  recorded  in 
Massachusetts.  The  Massachusetts  economy  added 
59,500  jobs  over  the  year  ending  June  2000,  bringing 
total  jobs  to  3,290,800,  also  a  historical  high  for  the 
mid  point  in  a  year. 

These  continuing  positive  economic  trends  are  directly 
reflected  in  the  status  of  the  Unemployment  Insurance 
Trust  Fund.  As  of  the  end  of  July,  reserves  were  $  1 80 
million  higher  than  the  $1,797  billion  balance  on  hand 
one  year  ago. 


ASSUMPTIONS  USED  IN  THIS 
FORECAST 


DET  utilizes  an  independent  economic  outlook  as  the 
forecast  for  Massachusetts.  The  benefit  financing 
simulations  in  this  report  are  based  on  the  forecasts 
produced  by  Regional  Financial  Associates  (RFA) 
and  issued  in  July  2000. 
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The  assumptions  used  in  this  report  are  arrayed 
below  and  compared  to  the  assumptions  used  to 
produce  the  prior  two  simulations  published  in 
January  and  April  2000  reports. 


Wage  &  Salary 
Growth  (%) 

01/00       04/00  08/00 

Total  Unemployment 
Rate  (%) 

01/00       04/00  08/00 

2000 

6.3 

6.4 

7.4 

3.0 

3.2 

2.7 

2001 

5.3 

5.7 

5.5 

3.2 

3.5 

2.8 

2002 

5.3 

5.2 

5.0 

3.3 

3.7 

3.1 

2003 

5.0 

5.0 

5.0 

3.5 

3.9 

3.3 

2004 

4.8 

4.7 

4.7 

3.6 

4.1 

3.5 

01/00 

Labor  Force 

04/00 

08/00 

2000 

3,293,200 

3304300 

3309,600 

2001 

3302,200 

3320,600 

3,340,000 

2002 

3,325,700 

3341,300 

3360,700 

2003 

3,350,100 

3365,600 

3,383,000 

2004 

3376,000 

3391,000 

3,405,100 

Wage  and  salary  growth  for  2000  is  now  estimated 
at  7.4%,  one  percentage  point  higher  than  the  6.4% 
projected  rate  of  wage  growth  used  for  the  April 
simulation,  and  consistent  with  the  tight  labor 
market's  effects  on  employee  compensation  rates. 
The  5.5%  total  wage  and  salary  growth  rate  for 
2001  is  slightly  below  the  previous  rate  of  5.7%. 
The  rate  of  growth  in  wages  and  salaries  for  2002  is 
5.0%,  0.2%  below  the  level  used  in  the  previous 
report.  The  remainder  of  the  outlook  period,  2003 
and  2004  has  annual  growth  rates  of  5.0%  and 
4.7%,  the  same  as  the  previous  report. 

The  current  RPA  projections  for  the  total 
unemployment  rates  for  the  2000  to  2004  period  are 
0.5%  to  0.7%  below  the  rates  used  in  the  April 
report.  The  total  unemployment  rate  is  now 
projected  to  be  2.7%  for  2000,  one  half  of  one 
percentage  point  below  the  3.2%  actual  1999  rate 
and  the  previous  projected  rate,  which  was  also 
3.2%.  Total  unemployment  rates  are  expected  to 
remain  very  low  for  the  entire  outlook  period  - 
2.8%  for  2001,  3.1%  for  2002,  3.3%  for  2003  and 
3.5%  for  2004. 


The  current  2000  estimate  for  the  size  of  the  state's 
labor  force  is  3,309,600,  slightly  higher  than  our 
previous  forecast  of  3,304,200.  The  projections  for 
the  remainder  of  the  2001  to  2004  period  show 
stronger  labor  force  growth  than  the  forecast  used  in 
the  January  and  April  reports.  The  labor  force  is 
expected  to  reach  3,405,100  by  2004. 


2000  OUTLOOK 


Based  on  the  year-to-date  claims  and  benefit 
payment  activities  and  the  2000  economic 
assumptions  for  continued  strong  wage  and  salary 
growth,  a  2.7%  total  unemployment  rate  and 
moderate  labor  force  growth,  Trust  Fund  reserves 
are  expected  to  reach  $1,981  billion  by  the  end  of 
2000.  At  $1,981  billion,  the  projected  year-end 
reserves  will  be  $170  million  higher  than  the  actual 
1999  closing  balance  of  $1,811  billion  and  $51 
million  more  than  the  $1,930  billion  year-end 
reserve  balance  estimate  published  in  the  April 
report. 

Legislation  enacted  by  the  Legislature  and  signed 
into  law  by  the  Governor  late  last  year  froze 
employer  contributions  on  special  Schedule  "B"  for 
the  year  2000.  Employer  contributions  on  special 
Schedule  "B"  are  expected  to  generate  income  of 
$792  million,  virtually  the  same  as  the  income 
estimate  DET  published  in  April.  The  estimated 
average  annual  cost  of  Schedule  "B"  is  $319  per 
employee. 

Through  the  end  of  July,  year-to-date  benefit  outlays 
are  $27  million  less  than  last  year.  We  now  estimate 
that  total  benefit  outlays  for  2000  will  be  $749 
million.  $28  million  less  than  total  1999  benefit 
outlays  and  $45  million  less  than  the  $794  million 
outlay  estimate  published  in  the  April  2000  report. 
Interest  earnings  for  the  year  are  estimated  at  $127 
million. 
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2001  -  2004  PROJECTIONS 


The  simulation  estimates  for  the  2001  to  2004 
period  under  current  law  are  arrayed  in  Table  1 . 

Section  327  of  Chapter  159  of  the  Acts  of  2000, 
recently  enacted  by  the  Legislature  and  signed  by 
the  Governor,  provides  for  the  continuation  of 
special  Schedule  "B"  for  employer  contributions  for 
2001.  Absent  this  legislation,  rates  would  have 
risen  next  year  to  Schedule  "C",  which  would  have 
boosted  average  contribution  rates  14%  above 
current  levels.  The  2001  outlook  indicates  that 
employer  contributions  will  remain  at  this  year's 
S792  million  level,  while  benefit  outlays  are 
projected  to  total  $788  million,  which  is  slightly 
above  2000's  estimated  S749  million.  With  interest 
earnings  expected  to  run  $137  million,  the  Trust 
Fund  will  see  further  growth  during  2001,  and  it  is 
now  projected  to  reach  $2,121  billion  by  the  year's 
end.  For  the  2002  to  2004  period  the  simulation 
shows  employer  contributions  returning  to  Schedule 
"C"  for  the  four-year  period,  absent  special  rate- 
setting  legislation  of  the  type  which  has  kept 
contributions  at  Schedule  "B"  since  1999. 

Trust  Fund  reserves  are  expected  to  continue 
growing  substantially  over  the  entire  2002  to  2004 
period,  reaching  $2,626  billion  by  the  end  of  2004. 
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Table  1 

PROJECTION  2000-2004 
Massachusetts  Benefit  Financing  Simulation 


Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


1999 

2000 

2001 

2002 

2003 

2004 

Balance,  January  1 

$1,694 

$1,811 

$1,981 

$2,121 

$2,345 

$2,519 

Income 

$778 

$792 

$792 

$915 

$912 

$898 

Trust  Fund  Interest 

'$117 

$127 

$137 

$148 

$163 

$173 

Outlays 

$777 

$749 

$788 

$840 

$900 

$965 

Balance,  December  31 

$1,811 

$1,981 

$2,121 

$2,345 

$2,519 

$2,626 

Schedule 

B* 

B* 

B* 

C 

C 

C 

Average  Cost/Employee 

$318 

$319 

$316 

$359 

$351 

$347 

*  Under  Chapter  175  of  the  Acts  of  1998,  rates  under  Schedule  "B"  are  reduced  by  0.075%  below  what  would  have  been 
the  case  under  prior  law. 
Figures  may  not  add  because  of  rounding. 


Table  2 

Economic  Assumptions  Based  on  RFA  Forecasts  and  Massachusetts  Simulation 
Benefit  Financing  Simulation  Output 


1999 

2000 

2001 

2002 

2003 

2004 

Total  Covered  Payroll  (SBillions) 

$101.7 

$111.5 

$116.3 

$122.8 

$129.7 

$136.7 

Contributory  Payroll  (SBillions) 

$28.5 

$29.8 

$30.7 

$31.2 

$31.8 

$32.3 

Covered  Employment  (Thousands) 

3,130 

3,157 

3,195 

3,212 

3,232 

3,251 

Nominal  Contribution  Rate  ($10,800) 

2.7% 

2.7% 

2.6% 

3.0% 

2.9% 

2.8% 

Contributory  Wage  Proportion 

28.0% 

26.7% 

26.4% 

25.4% 

24.5% 

23.6% 

Solvency  Assessment 

0.37% 

0.24% 

0.24% 

0.23% 

0.24% 

0.25% 

Contributions  as  %  of  Total  Payroll 

0.76% 

0.71% 

0.68% 

0.75% 

0.70% 

0.66% 

Total  Unemployment  Rate 

3.2% 

2.7% 

2.8% 

3.1% 

3.3% 

3.5% 

Insured  Unemployment  Rate 

2.2% 

2.0% 

2.0% 

2.1% 

2.1% 

2.2% 

Figures  may  not  add  because  of  rounding. 
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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


The  September  30,  2000  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was 
$2,061  billion.  The  private  contributory  account 
balance  was  $1,989  billion  at  the  end  of  September 
and  the  governmental  contributory  account  balance 
was  $72  million. 


CURRENT  CONDITION  OF  THE  FUND 


Two  of  the  most  important  indicators  of  the  strength 
of  the  Commonwealth's  economy  ~  the 
unemployment  rate  and  the  number  of  jobs  - 
continue  to  set  historical  records.  The  total 
unemployment  rate  averaged  2.7%  for  the  first  eight 
months  of  2000,  more  than  a  full  percentage  point 
below  the  national  4.0%  rate  and  the  lowest  eight- 
month  average  ever  recorded  in  Massachusetts.  The 
Massachusetts  economy  added  38,500  jobs  over  the 
year  ending  August  2000,  bringing  total  jobs  to 
3,286,300. 

These  continuing  positive  economic  trends  ,are 
directly  reflected  in  the  status  of  the  Unemployment 
Insurance  Trust  Fund.  As  of  the  end  of  September, 
reserves  were  $178  million  higher  than  the  $1,811 
billion  balance  on  hand  one  year  ago. 


ASSUMPTIONS  USED  IN  THIS 
FORECAST 


DET  utilizes  an  independent  economic  outlook  as  the 
forecast  for  Massachusetts.  The  benefit  financing 
simulations  in  this  report  are  based  on  the  forecasts 
produced  by  Regional  Financial  Associates  (RFA) 
and  issued  in  September  2000. 


BE 


T 


This  report  is  prepared  by  the  Economic 
Research  Office  of  the  Massachusetts 
Division  Of  Employment  and  Training. 
Questions  can  be  directed  to  DET  at 
(617)626-6600 
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The  assumptions  used  in  this  report  are  arrayed  below 
and  compared  to  the  assumptions  used  to  produce  the 
prior  two  simulations  published  in  the  April  and 
August  2000  reports. 


Wage  &  Salary 

Total  Unemployment 

Growth  (%) 

Rate  (%) 

0400 

08/00 

10/00 

04/00 

08/00  10/00 

2000 

6.4 

7.4 

6.4 

3.2 

2.7  2.7 

2001 

5.7 

5.5 

5.8 

3.5 

2.8  2.8 

2002 

5.2 

5.0 

5.3 

3.7 

3.1  3.1 

2003 

5.0 

5.0 

5.0 

3.9 

3.3  3.2 

2004 

4.7 

4.7 

4.8 

4.1 

3.5  3.3 

04/00 

Labor  Force 

08/00 

10/00 

2000 

3,304200 

3.309.600 

3.295,700 

2001 

3,320,600 

3,340,000 

3,336,300 

2002 

3.341,300 

3,360.700 

3,367.500 

2003 

3,365,600 

3,383,000 

3,397,000 

2004 

3,391,000 

3,405.100 

3.429.600 

Wage  and  salary  growth  for  2000  is  now  estimated  at 
6.4%,  one  percentage  point  lower  than  the  7.4% 
projected  rate  of  wage  growth  used  for  the  August 
simulation.  Recent  trends  in  wages  and  salaries 
indicate  that  the  growth  rate  for  2000  may  be  higher 
than  6.4%.  The  5.8%  total  wage  and  salary  growth 
rate  now  projected  for  2001  is  0.3%  higher  than  the 
previous  estimate  of  5.5%.  The  5.3%  rate  of  growth 
in  wages  and  salaries  now  estimated  for  2002  is  also 
0.3%  higher  than  the  rate  projected  in  the  previous 
report.  The  projected  2003  annual  growth  rate 
remains  at  5.0%,  while  the  outlook  for  2004  growth 
increases  slightly  to  4.8%,  0.1%  higher  than  the  two 
previous  reports. 

The  current  RFA  projections  for  the  total 
unemployment  rates  for  the  2000  to  2002  period  -- 
2.7%,  2.8%  and  3.1%  —  are  the  same  rates  that  were 
used  in  the  August  report.  The  2000  total 
unemployment  rate  projection  of  2.7%  is  identical  to 
the  actual  average  thus  far  this  year  and  is  one  half  of 
one  percentage  point  below  the  actual  1999  rate  of 
3.2%.  The  total  unemployment  rate  is  expected  to  be 
slightly  lower  in  2003  and  2004  than  the  previous 
estimates.  The  2003  estimate  of  3.2%  and  the  2004 


rate  of  3.3%  indicate  unemployment  is  expected  to 
remain  low  for  the  entire  outlook  period. 

The  current  2000  estimate  for  the  size  of  the  state's 
labor  force  is  3,295,700,  slightly  lower  than  DETs 
previous  forecast  of  3,309,600.  The  2001  estimate  for 
the  labor  force  is  also  slightly  lower  than  the  previous 
estimate,  but  the  projections  for  the  remainder  of  the 
2002  to  2004  period  show  stronger  labor  force  growth 
than  the  forecast  used  in  the  April  and  August  reports. 
The  labor  force  is  now  expected  to  reach  3,429,600 
by  2004. 


2000  OUTLOOK 


Claims  and  benefit  payment  activities  through  the  end 
of  September  and  the  2000  economic  assumptions  for 
continued  strong  wage  and  salary  growth,  combined 
with  a  2.7%  total  unemployment  rate  and  more 
moderate  labor  force  growth,  indicate  Trust  Fund 
reserves  will  reach  $1,990  billion  by  the  end  of  2000. 
At  $1,990  billion,  the  projected  year-end  reserves  will 
be  $182  million  higher  than  the  actual  1999  closing 
balance  of  $1,808  billion  and  $9  million  more  than 
the  $1,981  billion  year-end  reserve  balance  estimate 
published  in  the  August  report. 

Legislation  enacted  by  the  Legislature  and  signed  into 
law  by  the  Governor  late  last  year  froze  employer 
contributions  on  special  Schedule  "B"  for  the  year 
2000.  Employer  contributions  on  special  Schedule 
"B"  are  expected  to  generate  income  of  $807  million, 
$15  million  more  than  the  $792  million  income 
estimate  DET  published  in  August.  The  estimated 
average  annual  cost  per  employee  of  Schedule  "B"  is 
$324.  It  should  be  noted  that  this  average  estimated 
figure  is  slightly  higher  than  the  $319  per  employee 
estimate  contained  in  DET's  August  report.  We 
attribute  the  increase  to  rising  wages  generally,  and  to 
increased  labor  turnover,  which  causes  contributions  to 
be  paid  more  than  once  for  the  same  job,  or 
"employee". 

Through  the  end  of  September,  actual  benefit  outlays 
for  the  year-to-date  are  $26  million  less  than  last  year. 
DET  now  estimates  that  total  benefit  outlays  for  2000 
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will  be  $752  million,  $25  million  less  than  total  1999 
benefit  outlays  and  $3  million  more  than  the  $749 
million  outlay  estimate  published  in  the  August  2000 
report.  This  increase  over  the  August  report's  outlay 
estimate  is  a  function  of  the  larger  than  expected 
increase  in  the  maximum  weekly  benefit  amount 
(effective  October  1,  2000,  the  maximum  weekly 
benefit  will  rise  from  $43 1  to  $477). 

Interest  earnings  for  the  year  are  estimated  at  $127 
million,  the  same  as  the  August  estimate. 

Tables  comparing  Massachusetts  to  other  states  for 
unemployment  insurance  as  a  cost  of  doing  business 
and  for  the  solvency  of  the  trust  funds  are  on  pages  5 
and  6.  A  quick  glance  at  these  tables  reveals  that 
Massachusetts  had  the  ninth  largest  UI  Trust  Fund  in 
the  nation  as  of  June  30,  2000,  but  that  this  rank  has 
come  at  a  high  price.  The  Commonwealth  is  tied  with 
Pennsylvania  as  having  the  sixth-highest  average  cost 
per  employee  among  the  states. 


2001  -  2004  PROJECTIONS 


The  simulation  estimates  for  the  2001  to  2004  period 
under  current  law  are  arrayed  in  Table  1 . 

Section  327  of  Chapter  159  of  the  Acts  of  2000, 
enacted  earlier  this  year  by  the  Legislature  and  signed 
into  law  by  the  Governor,  provides  for  the 
continuation  of  special  Schedule  "B"  for  employer 
contributions  for  2001.  The  2001  outlook  indicates 
that  employer  contributions  will  be  $790  million,  $2 
million  less  than  the  estimate  published  in  August. 
Benefit  outlays  for  2001  are  projected  to  total  $811 
million,  $23  million  more  than  the  August  estimate. 
With  interest  earnings  expected  to  run  $136  million, 
$1  million  less  than  the  previous  estimate,  the  Trust 
Fund  is  now  projected  to  reach  $2,105  billion  by  the 
end  of  2001.  For  the  2002  to  2004  period  the 
simulation  shows  employer  contributions  returning  to 
Schedule  "C"  for  the  three-year  period,  absent  special 
rate-setting  legislation  of  the  type  which  has  kept 
contributions  at  Schedule  "B"  since  1999. 

Under  the  higher  Schedule  "C",  Trust  Fund  reserves 
would  continue  growing  over  the  entire  2002  to  2004 
period,  reaching  $2,537  billion  by  the  end  of  2004. 
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Table  1 

PROJECTION  2000-2004 
Massachusetts  Benefit  Financing  Simulation 


Private  Contributory  Trust  Fund  Account*  (All  $  in  Millions) 


1999 

2000 

2001 

2002 

2003 

2004 

Balance,  January  1 

$1,694 

$1,808 

$1,990 

$2,105 

$2,295 

$2,449 

Income 

$775 

$807 

$790 

$920 

$919 

$909 

Trust  Fund  Interest 

$117 

$127 

$136 

$146 

$159 

$168 

Outlays 

$777 

$752 

$811 

$876 

$924 

$989 

Balance,  December  31 

$1,808 

$1,990 

$2,105 

$2,295 

$2,449 

$2,537 

Schedule 

B** 

B" 

B" 

C 

C 

C 

Average  Cost/Employee 

$315 

$324 

$316 

$365 

$361 

$354  I 

*The  Trust  Fund  income,  outlays  and  balances  reported  from  October  1999  forward  exclude  special  "Reed  Act"  funding 
made  available  in  1999,  2000  and  2001  by  Congress  to  States  for  the  administration  of  the  unemployment  insurance 
program.  These  funds,  temporarily  deposited  by  Treasury  in  States'  UI  Trust  Funds,  may  only  be  used  for  administrative 
functions  and  cannot  legally  be  used  for  the  payment  of  benefits.  The  amount  so  excluded  from  the  December  31,  1999 
income  and  balance  is  $2.9  million.  The  amount  excluded  from  the  projected  December  31,  2000  balance  is  $4.7 
million. 

**  Under  Chapter  175  of  the  Acts  of  1998,  rates  under  Schedule  "B"  are  reduced  by  0.075%  below  what  would  have  been 

the  case  under  prior  law. 

Figures  may  not  add  because  of  rounding. 


Table  2 

Economic  Assumptions  Based  on  RFA  Forecasts  and  Massachusetts  Simulation 


Benefit  Financing  Simulation  Output 


1999 

2000 

2001 

2002 

2003 

2004 

Total  Covered  Payroll  (SBillions) 

$101.9 

$112.1 

$115.5 

$122.8 

$130.1 

$137.6 

Contributory  Payroll  ($Billions) 

$28.7 

$30.0 

$30.6 

$31.3 

$31.9 

$32.6 

Covered  Employment  (Thousands) 

3,131 

3,176 

3.190 

3.219 

3.246 

3.276 

Nominal  Contribution  Rate  ($10,800) 

2.7% 

2.7% 

2.6% 

3.0% 

2.9% 

2.8% 

Contributory  Wage  Proportion 

28.2% 

26.8% 

26.5% 

25.5% 

24.5% 

23.7% 

Solvency  Assessment 

0.37% 

0.24% 

0.25% 

0.26% 

0.28% 

0.29% 

Contributions  as  %  of  Total  Payroll 

0.76% 

0.72% 

0.68% 

0.75% 

0.71% 

0.66% 

Total  Unemployment  Rate 

3.2% 

2.7% 

2.8% 

3.1% 

3.2% 

3.3% 

Insured  Unemployment  Rate 

2.2% 

2.0% 

2.0% 

2.1% 

2.1% 

2.1% 

Figures  may  not  add  because  of  rounding. 


Prepared  by  DET  Research 


Page  4 


QUARTERLY  TRUST  FUND  REPORT 


OCTOBER  2000 


UNEMPLOYMENT  INSURANCE  AS  A  COST  OF  DOING  BUSINESS: 
STATES  RANKED  BY  COST  PER  EMPLOYEE 

(New  England  and  Industrial  States  Capitalized) 
Calendar  Year  2000  Estimated  Tax  Rates 


Alaska 

$452 

Iowa 

$  161 

Washington 

$435 

OHIO 

$  157 

RHODE  ISLAND 

$416 

New  Mexico 

$  151 

Oregon 

$399 

Kansas 

$  139 

Hawaii 

S334 

Kentucky 

$  138 

PENNSYLVANIA 

$324 

Maryland 

$  135 

MASSACHUSETTS 

$324 

TEXAS 

$  134 

NEW  YORK 

$308 

Indiana 

$  121 

MICHIGAN 

$291 

Mississippi 

$  120 

MAINE 

$290 

Missouri 

$  120 

NEW  JERSEY 

$289 

Tennessee 

$  118 

West  Virginia 

$251 

Alabama 

$  110 

Nevada 

$243 

Louisiana 

$  109 

CALIFORNIA 

$225 

South  Carolina 

$  107 

CONNECTICUT 

$221 

Colorado 

$  103 

ILLINOIS 

$220 

Utah 

$  100 

VERMONT 

S216 

NORTH  CAROLINA 

$  88 

Idaho 

$206 

NEW  HAMPSHIRE 

S  66 

Wisconsin 

$205 

Arizona 

$  60 

Arkansas 

$  199 

FLORIDA 

$  57 

North  Dakota 

$  188 

Nebraska 

$  53 

Montana 

$  179 

South  Dakota 

$  46 

Delaware 

S  178 

Georgia 

S  33 

Wyoming 

$  177 

Virginia 

$  27 

Minnesota 

S  169  (Median) 

Oklahoma 

S  25 

Computed  by  DET  based  on  US  Dept.  of  Labor,  UIS  Division  of  Actuarial  Services  Estimated  CY  2000  Tax  Rates  and  CY  1999  Average  Weekly  Wage 
**  Connecticut  data  docs  not  include  an  additional  bond  excise  per  employee. 
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SOLVENCY  OF  STATE  TRUST  FUNDS 
JUNE  30,  2000  TRUST  FUND  BALANCES 


Balance 

As  Percent  of 

State 

($000's) 

1999  Total  Wages 

CALIFORNIA 

$5,639,602 

1.29% 

MICHIGAN 

$2,997,524 

2.27% 

NEW  JERSEY 

$2,927,980 

2.29% 

PENNSYLVANIA 

$2,876,600 

2.07% 

OHIO 

$2,207,063 

1.60% 

ILLINOIS 

$2,196,647 

1.26% 

FLORIDA 

$2,108,979 

1.31% 

Georgia 

$1,958,973 

1.92% 

MASSA  CHVSETTS 

$1,942,564* 

TAT  0/ 

1.91% 

W  ?t  ^  h  i  n  ot  nn 

$1  809  553 

2.40% 

$1  796  603 

2.83% 

Indians 

$1  573  976 

2.18% 

i_  <\j  u  i  i  i  aJ  i  a 

$1  493  877 

3  79% 

J  .  1  s  /O 

3  69% 

NFW  YORK 

1'LtT     1  V/I\I\ 

«1  249  11^ 

0  46% 

NORTH  fAROI  TNA 

«i  270  (Will 

1  ^4% 

1  .^*T  /0 

Virginia 

HI  04Q  171 

1  70% 

1    A-\J  /O 

Arizona 

$993  053 

1.85% 

$915,207 

1 .43% 

>  loJ  >  !  tli  JU 

$874  I  f)7 

1  47% 

COTVNFtTTICI  IT 

cc-u;  7fifl 

1  440/ 

0  ^1% 

OUULil  v^olUUlla 

$700  lie 

J>  /  TV,  1  i-O 

7  07% 

Tnwa 

$765  755 

7  57% 

■  ^  f  \  1  r\  r  5»  H  rv 
vOIUI  dUU 

$763  677 

1  77% 

IN.CI  i  lULtS.\ 

$791  741 

1  8Q% 

1 .07  /o 

\yf  tcci  GCinm 

A  1 1  3M  iol  L>  JJ  1 

$684  401 

n% 

J.  1  J  /o 

A  1 1111  JC>Ula 

$657  960 

0  Q6% 

V.70  /o 

I  Jtah 

$676  775 

7  X0% 

vMdi  Ionia 

$580  765 

7  00% 

1NCW  IVlCAlL-U 

$*7Q  417 

^  Q7% 

iVl  lbbUUl  I 

$520  891 

0  87% 

V  O—  0 

I\.dJlodo 

H4Q^  748 

1  S1% 

1  .  J  1  /o 

lNCVd.Ua 

cifcs  717 

1  87°  « 

l.O/  '0 

/MaDalTia 

C447 

1  08°  C 

L/C  la  v\  aJ  C 

7  85% 

it t,  vt  n>\i»ijr  jniivL 

30l7yi«  /  1 

7  fK% 

VFRMOfVT 

763 

M  A  TNF 

$281  453 

2.42% 

RHODF  ISI  AND 

$279  506 

2  69% 

ip*U7  0 

Hawaii 

$278  892 

7  49% 

A  rWan^a*; 
ru  J\.ai  i  jluj 

$271  692 

1 .20% 

Idaho 

$254,116 

2.30% 

West  Virginia 

$210,830 

1.62% 

Alaska 

S194.170 

3.04% 

Nebraska 

$181,884  • 

1.02% 

Wyoming 

$175,102 

4.15% 

Montana 

$161,100 

2.27% 

South  Dakota 

$49,414 

0.77% 

North  Dakota 

$21,994 

0.42% 

*  Massachusetts  trust  fund  balance  and  total  wages  reflect  private  contributory  account  only. 
**  Connecticut  trust  fund  balance  excludes  a  bonded  debt  which  was  used  to  pay  UI  benefits. 
Major  industrial  and  New  England  states  appear  in  bold  uppercase 

SOURCE:  U.S.  Department  of  Labor,  Employment  and  Training  Administration,  UIS  Division  of  Actuarial  Services 
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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


The  December  31,  2000  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was 
$2,074  billion.  The  private  contributory  account 
balance  was  $2,001  billion  at  the  end  of  December 
and  the  governmental  contributory  account  balance 
was  $74  million. 


CURRENT  CONDITION  OF  THE  FUND 


The  Commonwealth's  economy  was  very  strong 
throughout  2000  with  job  growth  and  the  total 
unemployment  rate  reaching  historical  records.  The 
total  unemployment  rate  averaged  2.6%  for  the  year 
2000,  establishing  a  new  record  low  annual  average. 
The  Massachusetts  economy  added  56,200  jobs  over 
the  year  ending  December  2000,  bringing  total  jobs  to 
a  record  breaking  3,320,500. 

These  continuing  positive  economic  trends  are 
directly  reflected  in  the  status  of  the  private 
Unemployment  Insurance  Trust  Fund,  with  year-end 
reserves  of  $2,001  billion.  At  $2,001  billion,  Trust 
Fund  reserves  were  $193  million  higher  than  the 
$1,808  billion  balance  on  hand  at  the  beginning  of  the 
year  representing  a  growth  rate  over  the  year  of  1 1%. 
Employer  contributions  on  special  Schedule  "B"  were 
$812  million,  $5  million  more  than  the  October 
estimate.  Total  revenues  to  the  Fund  --  employer 
contributions  plus  interest  earnings  --reached  $936 
million  during  2000,  exceeding  by  26%  the  net 
benefit  payment  outlays  of  $744  million.  Benefit 
payments  for  2000  were  $8  million  less  than  the  $752 
million  estimate  published  in  October. 


The  Economic  Research  Office  of  the 
Massachusetts  Division  of  Employment 
and  Training  prepares  this  report 
Questions  can  be  directed  to  DET  at 
(617)  626-6600 
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ASSUMPTIONS  USED  IN  THIS 
FORECAST 


DET  utilizes  an  independent  economic  outlook  as  the 
forecast  for  Massachusetts.  The  benefit  financing 
simulations  in  this  report  are  based  on  the  forecasts 
produced  by  Regional  Financial  Associates  (RFA) 
and  issued  in  December  2000. 

The  assumptions  used  in  this  report  are  arrayed  below 
and  compared  to  the  assumptions  used  to  produce  the 
prior  two  simulations  published  in  the  August  and 
October  2000  reports.  The  outlook  period  for  the 
report  will  include  2005. 


Wage  &  Salary 
Growth  (%) 

08/00        10/00  01/01 

Total  Unemployment 
Rate  (%) 

08/00        10/00  01/01 

2001 

5.5 

5.8 

5.5 

2.8 

2.8  2.7 

2002 

5.0 

5.3 

5.2 

3.1 

3.1  3.0 

2003 

5.0 

5.0 

4.9 

3J 

3.2  3.2 

2004 

4.7 

4.8 

4.6 

3.5 

3.3  3.3 

2005 

n/a 

n/a 

4.4 

n/a 

n/a  3.4 

08/00 

Labor  Force 

10/00 

01/01 

2001 

3,340,000 

3336,300 

3309300 

2002 

3,360,700 

3367,500 

3329,800 

2003 

3383,000 

3397,000 

3352,000 

2004 

3,405,100 

3,429,600 

3378,700 

2005 

n/a 

n/a 

3,405300 

Wage  and  salary  growth  for  2001  is  estimated  at 
5.5%,  0.3  percent  lower  than  the  5.8%  projected  rate 
of  wage  growth  used  for  the  October  simulation.  In 
recent  years  the  growth  in  wages  and  salaries  has 
outpaced  the  projections,  but  this  more  moderate  rate 
of  growth  is  in  line  with  current  expectations.  The 
wage  and  salary  growth  rates  are  slightly  lower  for 
the  remainder  of  the  2002  to  2005  period  The 
estimates  for  2002  and  2003  are  for  5.2%  and  4.9% 
annual  growth  rates,  0.1%  lower  than  the  previous 
estimates.  The  4.6%  rate  of  growth  in  wages  and 
salaries  now  estimated  for  2004  is  0.2%  lower  than 
the  rate  projected  in  the  previous  report.  The  outlook 
for  2005  is  for  annual  growth  of  4.4%  in  wages  and 
salaries. 

The  current  RFA  projections  for  the  total 
unemployment  rates  for  the  2001  to  2002  period  - 
2.7%  and  3.0%  -  are  0.1%  below  the  rates  that  were 
used  in  the  October  report.  The  2003  and  2004 
projections  are  the  same  as  in  the  previous  report  — 
3.2%  and  3.3%.  The  projection  for  2005  is  for  total 
unemployment  to  average  3.4%.  The  2001  total 
unemployment  rate  projection  of  2.7%  is  0.1%  above 
the  2.6%  actual  average  rate  for  the  year  2000  and  is 


0.5%  below  the  actual  1999  rate  of  3.2%.  The 
outlook  is  for  low  levels  of  unemployment  for  the 
entire  2001  -2005  period. 

The  outlook  for  the  Commonwealth's  labor  force  is 
for  slower  growth  in  each  of  the  forecast  years  than  in 
DET's  previous  estimates.  The  current  2001  estimate 
for  the  size  of  the  state's  labor  force  is  3,309,200, 
lower  than  DET's  previously  published  forecast  of 
3,336,300.  The  2002  to  2004  estimates  for  the  labor 
force  are  also  lower  than  the  previous  estimates.  The 
labor  force  is  now  expected  to  reach  3,405,200  by 
2005. 


2001  OUTLOOK 


Based  on  the  outlook  for  slower  labor  force  growth, 
more  moderate  growth  in  wages  and  salaries  and  a 
2.7%  average  total  unemployment  rate  in  2001,  Trust 
Fund  reserves  are  expected  to  reach  $2,131  billion  by 
the  end  of  the  year.  At  $2,131  billion,  a  growth  of 
$130  million  during  2001,  Trust  Fund  reserves  will 
increase  substantially  over  the  year.  The  $2,131 
billion  projection  is  $26  million  higher  than  DET's 
October  estimate  of  the  December  31,  2001  Fund 
balance. 

Employer  contributions,  based  again  on  special 
Schedule  B,  are  estimated  at  $790  million,  the  same 
as  the  estimate  published  in  DET's  October  report. 
Employer  contributions  plus  interest  earnings  of  $137 
million  will  bring  in  combined  revenues  of  $927 
million  during  2001.  Continued  low  levels  of  claims 
and  payment  activities  during  the  year  will  result  in 
net  outlays  of  $797  million,  $14  million  less  than 
DETs  previous  estimate  of  2001  outlays  and  $53 
million  more  than  the  2000  actual  outlays. 


2002  -  2005  PROJECTIONS 


The  simulation  estimates  for  the  2002  to  2005  period 
under  current  law  are  arrayed  in  Table  1 . 

For  the  2002  to  2005  period  the  simulation  shows 
employer  contribution  rates  returning  to  Schedule  "C" 
for  the  four-year  period,  absent  special  rate-setting 
legislation  of  the  type  which  has  kept  contributions  at 
Schedule  "B"  since  1999. 

With  contributions  paid  on  the  higher  Schedule  "C", 
Trust  Fund  reserves  would  continue  growing  by  a 
very  considerable  amount  over  the  entire  2002  to 
2005  period,  reaching  $2,584  billion  by  the  end  of 
2005. 
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Table  1 

PROJECTION  2001-2005 
Massachusetts  Benefit  Financing  Simulation 


Private  Contributory  Trust  Fund  Account*  (All  $  in  Millions) 


2000 

2001 

2002 

2003 

2004 

2005 

Balance,  January  1 

$1808 

$2,001 

$2,131 

$2,336 

$2,481 

$2,566 

Income 

$812 

$790 

$919 

$912 

$901 

$901 

Trust  Fund  Interest 

$124 

$137 

$148 

$161 

$170 

$174 

Outlays 

$744 

$797 

$862 

$928 

$986 

$1,057 

Balance,  December  31 

$2,001 

$2,131 

$2,336 

$2,481 

$2,566 

$2,584 

Schedule 

B** 

B** 

C 

C 

C 

C 

Average  Cost/Employee 

$324 

$316 

$365 

$361 

$354 

$354  I 

*The  Trust  Fund  income,  outlays  and  balances  reported  from  October  1999  forward  exclude  special  "Reed  Act"  funding 
made  available  in  1999,  2000  and  2001  by  Congress  to  States  for  the  administration  of  the  unemployment  insurance 
program.  These  funds,  temporarily  deposited  by  Treasury  in  States'  UI  Trust  Funds,  may  only  be  used  for  administrative 
functions  and  cannot  legally  be  used  for  the  payment  of  benefits.  The  amount  excluded  from  the  December  3 1 ,  2000 
balance  is  $4.7  million. 


**  Under  Chapter  175  of  the  Acts  of  1998,  rates  under  Schedule  "B"  are  reduced  by  0.075%  below  what  would  have  been 
the  case  under  prior  law. 
Figures  may  not  add  because  of  rounding. 


Table  2 

Economic  Assumptions  Based  on  RFA  Forecasts  and  Massachusetts  Simulation 


Benefit  Financing  Simulation  Output 


2000 

2001 

2002 

2003 

2004 

2005 

Total  Covered  Payroll  ($Billions) 

$114.6 

$118.4 

$125.4 

$132.4 

$139.6 

$146.9 

Contributory  Payroll  ($Billions) 

$30.2 

$30.6 

$31.2 

$31.8 

$32.4 

$33.0 

Covered  Employment  (Thousands) 

3,170 

3,165 

3,183 

3,203 

3,228 

3,252 

Nominal  Contribution  Rate  ($10,800) 

2.7% 

2.6% 

3.0% 

2.9% 

2.8% 

2.7% 

Contributory  Wage  Proportion 

26.4% 

25.8% 

24.9% 

24.0% 

23.2% 

22.5% 

Solvency  Assessment 

0.24% 

0.24% 

0.25% 

0.27% 

0.28% 

0.32% 

Contributions  as  %  of  Total  Payroll 

0.71% 

0.67% 

0.73% 

0.69% 

0.65% 

0.61% 

Total  Unemployment  Rate 

2.7% 

2.7% 

3.0% 

3.2% 

3.3% 

3.4% 

Insured  Unemployment  Rate 

2.0% 

2.0% 

2.1% 

2.1% 

2.1% 

2.1% 

Figures  may  not  add  because  of  rounding. 
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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


The  March  31,  2001  Massachusetts  Unemployment 
Insurance  Trust  Fund  balance  was  1.916  billion.  The 
private  contributory  account  balance  was  $1,841 
billion  at  the  end  of  March  and  the  governmental 
contributory  account  balance  was  $75  million. 


CURRENT  CONDITION  OF  THE  FUND 


The  Massachusetts  economy  added  68,200  jobs  over 
the  twelve  months  ending  March  31,  2001,  bringing 
total  jobs  in  the  state  to  a  record  high  of  3,362,300. 
At  the  same  time,  the  Commonwealth's  total 
unemployment  rate  inched  up  slightly  to  3.1%  in 
March  2001.  The  total  unemployment  rate  averaged 
2.8%  for  the  January  to  March  2001  quarter,  just 
above  the  2000  annual  average  record  low  of  2.6%. 

Unemployment  insurance  claims  activities  for  the 
first  quarter  of  2001  were  above  the  levels  for  the 
same  quarter  the  previous  year.  Initial  claims  were  up 
and  insured  unemployment  averaged  83,200  claims 
per  week,  5%  above  the  same  quarter  in  the  previous 
year. 

At  the  end  of  March  2001,  Unemployment  Insurance 
Trust  Fund  reserves  were  $1,841  billion,  $169  million 
higher  than  the  $1,672  billion  balance  on  hand  in 
March  2000. 


EE 


T 


The  Economic  Research  Office  of  the 
Massachusetts  Division  of  Employment 
and  Training  prepares  this  report. 
Questions  can  be  directed  to  DET  at 
(617)  626-6600 
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ASSUMPTIONS  USED  IN  THIS 
FORECAST 


DET  utilizes  independent  economic  outlooks  as  the 
forecast  for  Massachusetts.  The  benefit  financing 
simulations  in  this  report  are  based  on  the  average  of 
the  RFA  and  the  Standard  and  Poor's  DRI  forecasts 
issued  in  April  2001. 

The  assumptions  used  in  this  report  are  arrayed  below 
and  compared  to  the  assumptions  used  to  produce  the 
prior  two  simulations  published  in  our  October  2000 
and  January  2001  reports. 


Wage  &  Salary 
Growth  (%) 
10/00       01/01  05/01 

Total  Unemployment 
Rate  (%) 
10/00       01/01  05/01 

2001 

5.8 

5.5 

5.5 

2.8 

2.7 

2.9 

2002 

5.3 

5.2 

5.1 

3.1 

3.0 

3.2 

2003 

5.0 

4.9 

5.5 

3.2 

3.2 

3.2 

2004 

4.8 

4.6 

5.1 

3.3 

3.3 

3.2 

2005 

n/a 

4.4 

5.0 

n/a 

3.4 

3.1 

10/00 

Labor  Force 

01/01 

05/01 

2001 

3,336,300 

3,309,200 

3,299,500 

2002 

3,367,500 

3,329,800 

3,326,600 

2003 

3,397,000 

3,352,000 

3,354,100 

2004 

3,429,600 

3,378,700 

3,383,100 

2005 

n/a 

3,405,200 

3,410,700 

Wage  and  salary  growth  for  2001  is  estimated  at 
5.5%,  the  same  as  the  estimate  used  for  the  January 
simulation.  In  recent  years  the  actual  growth  in 
wages  and  salaries  has  outpaced  DET's  projections, 
but  the  more  moderate  predicted  rate  of  growth  in  the 
January  and  current  reports  is  in  line  with  current 
expectations.  The  current  projected  wage  and  salary 
growth  rate  of  5.1%  for  2002  is  0.1%  below  the 
January  assumption  of  5.2%.  The  estimates  for  2003 
through  2005  are  higher  than  the  previous  estimates, 
with  5.5%  growth  for  2003,  5.1%  for  2004  and  5.0% 
annual  growth  for  2005. 

The  current  report's  projections  for  the  total 
unemployment  rate  for  2001  and  2002  are  2.9%  and 
3.2%  respectively.  The  2001  estimate  is  0.3%  above 
the  actual  2.6%  rate  for  2000  and  0.2%  above  the 
2.7%  estimate  for  this  year  contained  in  our  January 
report.  The  3.2%  rate  for  2002  is  0.3%  higher  than 
our  current  estimate  for  2001,  and  0.2%  above  the 
January  estimate  for  2002.  The  total  unemployment 
rate  is  expected  to  remain  at  the  3.2%  level  for  2003 
and  2004  and  drop  slightly  to  3.1%  for  2005. 

The  outlook  for  the  Commonwealth's  labor  force  is 
for  slower  growth  in  2001  than  the  previous  estimate. 


However,  the  current  report's  projected  annual 
average  labor  force  of  3,299,500  for  2001  is  62,900 
higher  than  the  2000  level  of  3,236,600.  The  annual 
labor  growth  for  2002  of  27,100  is  just  below  the 
annual  labor  force  growth  in  the  January  report.  The 
annual  growth  in  the  labor  force  for  the  remaining 
three  years  of  the  outlook  --  2003,  2004,  2005  --  are 
all  slightly  above  the  previous  estimates.  The  labor 
force  is  projected  to  reach  3,410,700  by  2005. 


2001  OUTLOOK 


The  2001  outlook  for  moderate  labor  force  growth, 
moderate  growth  in  wages  and  salaries  and  higher 
total  unemployment  generates  an  expected  year-end 
Trust  Fund  balance  of  $2,113  billion,  a  downward 
revision  of  $18  million  from  DET's  January  estimate 
of  $2,131  billion.  At  $2,113  billion,  Trust  Fund 
reserves  will  increase  $112  million  over  the  year. 

Employer  contributions,  based  again  on  special 
Schedule  "B",  are  now  estimated  at  $829  million,  $39 
million  more  than  the  estimate  published  in  DET's 
January  report.  Employer  contributions  plus  interest 
earnings  of  $134  million  will  bring  in  combined 
revenues  of  $963  million  during  200 1 .  The  expected 
increase  in  unemployment  claims  and  payment 
activities  during  the  year  are  now  expected  to  result  in 
net  outlays  of  $851  million,  $54  million  more  than 
DET's  previous  estimate  of  2001  outlays  and  $107 
million  more  than  the  2000  actual  outlays  of  $744 
million. 


2002  -  2005  PROJECTIONS 


The  simulation  estimates  for  the  2002  to  2005  period 
under  current  law  are  arrayed  in  Table  1 . 

Employer  contributions  for  2002  will  return  to 
Schedule  "C"  and  remain  on  Schedule  "C"  through 
2005,  absent  special  rate-setting  legislation  of  the 
type  that  has  kept  contributions  at  Schedule  "B"  since 
1999. 

For  2002,  the  projected  increase  in  unemployment  is 
expected  to  increase  outlays  to  $981  million,  $119 
million  more  than  our  previous  report's  2002  outlay 
estimate  of  $862  million.  The  year-end  Trust  Fund 
balance  is  expected  to  be  $2,208  billion,  $128  million 
less  than  our  previous  estimate,  published  in  January. 
With  somewhat  higher  levels  of  unemployment 
claims  activity  now  expected  to  remain  throughout 
the  forecast  period,  Trust  Fund  reserves  are  now 
expected  to  remain  at  approximately  $2.2  billion 
through  the  end  of  2005. 
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Table  1 

PROJECTION  2001-2005 
Massachusetts  Benefit  Financing  Simulation 


Private  Contributory  Trust  Fund  Account*  (All  $  in  Millions) 


2000 

2001 

2002 

2003 

2004 

2005 

Balance,  January  1 

$1808 

$2,001 

$2,113 

$2,208 

$2,254 

$2,246 

Income 

$812 

$829 

$937 

$933 

$921 

$918 

Trust  Fund  Interest 

$124 

$134 

$139 

$145 

$147 

$144 

Outlays 

$744 

$851 

$981 

$1032 

$1,076 

$1,125 

Balance,  December  31 

$2,001 

$2,113 

$2,208 

$2,254 

$2,246 

$2,182 

Schedule 

B** 

B** 

C 

C 

C 

C 

|  Average  Cost/Employee 

$322 

$327 

$367 

$362 

$354 

$350 

*The  Trust  Fund  income,  outlays  and  balances  exclude  special  "Reed  Act"  funding  made  available  in  1999,  2000  and 
2001  by  Congress  to  States  for  the  administration  of  the  unemployment  insurance  program.  These  funds,  temporarily 
deposited  by  Treasury  in  States'  UI  Trust  Funds,  may  only  be  used  for  administrative  functions  and  cannot  legally  be 
used  for  the  payment  of  benefits.  The  amount  excluded  from  the  December  31,  2000  balance  is  $4.7  million. 


**  Under  Chapter  175  of  the  Acts  of  1998,  rates  under  Schedule  "B"  are  reduced  by  0.075%  below  what  would  have  been 

the  case  under  prior  law. 

Figures  may  not  add  because  of  rounding. 


Table  2 

Economic  Assumptions  Based  on  Average  RFA  &  DRI  Forecasts  and  Massachusetts  Simulation 


Benefit  Financing  Simulation  Output 


2000 

2001 

2002 

2003 

2004 

2005 

Total  Covered  Payroll  ($Billions) 

$115.8 

$120.9 

$127.9 

$136.1 

$144.3 

$152.8 

Contributory  Payroll  ($Billions) 

$30.4 

$31.1 

$31.4 

$31.9 

$32.4 

$32.9 

Covered  Employment  (Thousands) 

3,210 

3,238 

3,259 

3,286 

3,315 

3,344 

Nominal  Contribution  Rate  ($10,800) 

2.7% 

2.7% 

3.0% 

2.9% 

2.8% 

2.8% 

Contributory  Wage  Proportion 

26.3% 

25.7% 

24.6% 

23.4% 

22.5% 

21.5% 

Solvency  Assessment 

0.24% 

0.24% 

0.36% 

0.40% 

0.45% 

0.50% 

Contributions  as  %  of  Total  Payroll 

0.70% 

0.69% 

0.73% 

0.69% 

0.64% 

0.60% 

Total  Unemployment  Rate 

2.6% 

2.9% 

3.2% 

3.2% 

3.2% 

3.1% 

Insured  Unemployment  Rate 

1 .9% 

2.2% 

2.3% 

2.3% 

2.3% 

2.2% 

Figures  may  not  add  because  of  rounding. 
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UNEMPLOYMENT  INSURANCE  AS  A  COST  OF  DOING  BUSINESS: 
STATES  RANKED  BY  COST  PER  EMPLOYEE 

(New  England  and  Industrial  States  Capitalized) 

Through  Second  Quarter  2000 


Alaska 

$475 

Iowa 

$  166 

Washington 

$446 

OHIO 

$  160 

RHODE  ISLAND 

$444 

New  Mexico 

$  159 

Oregon 

$415 

Kansas 

$  144 

Hawaii 

$356 

Kentucky 

$  142 

PENNSYLVANIA 

$  334 

Maryland 

$  139 

MASSACHUSETTS 

$322 

TEXAS 

$  136 

NEW  YORK 

$307 

Indiana 

$  123 

MAINE 

$299 

Mississippi 

$  123 

NEW  JERSEY 

$299 

Missouri 

$  122 

MICHIGAN 

$295 

Tennessee 

$  120 

West  Virginia 

$262 

Alabama 

$  114 

Nevada 

$254 

South  Carolina 

$  111 

CALIFORNIA 

$238 

Louisiana 

$  110 

VERMONT 

$227 

Colorado 

$  107 

ILLINOIS 

$224 

NORTH  CAROLINA 

$  91 

CONNECTICUT 

$223 

Utah 

$  85 

Idaho 

$215 

NEW  HAMPSHIRE 

$  67 

Wisconsin 

$213 

Arizona 

$  63 

Arkansas 

$207 

FLORIDA 

$  59 

North  Dakota 

$  193 

Nebraska 

$  54 

Montana 

$  187 

South  Dakota 

$  48 

Wyoming 

$  182 

Virginia 

$  34 

Delaware 

$  179 

Georgia 

$  33 

Minnesota 

$  173  (Median) 

Oklahoma 

$  26 

I 

Computed  by  DET  based  on  US  Dept.  of  Labor,  Office  of  Workforce  Security,  Division  of  Actuarial  Services,  Ul  Data  Summary  -  4,h  Quarter 

CY  2000. 

**  Connecticut  data  does  not  include  an  additional  bond  excise  per  employee. 


Prepared  by  DET  Research 


Page  4 


QUARTERLY  mm^?f^ 
TRUST  FUND  REPORT  n 

DET  RESEARCH  .  „  AUGUST  2001 

UMSiSify  of  Umm   

Depository  Copy 


CONTENTS: 

Current  Condition  of  the  Fund  1 

Assumptions  Used  in  This  Forecast  2 

2001  Outlook  2 

2002  -  2005  Projections  2 

TABLES: 

Projections  2001-2005 

Massachusetts  Benefit  Financing 
Simulation  4 

Economic  Assumptions  4 


Massachusetts  Unemployment 
Trust  Fund  Reserves 


$Millions 

$2,001 

$1,808  I 
$1,694  p — | 

$1,356 


$839 


$469 


THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


The  July  31,  2001  Massachusetts  Unemployment 
Insurance  Trust  Fund  balance  was  $2,092  billion.  The 
private  contributory  account  balance  was  $2,014 
billion  at  the  end  of  July  and  the  governmental 
contributory  account  balance  was  $78  million. 


CURRENT  CONDITION  OF  THE  FUND 


The  Commonwealth's  economy  has  shown  signs  of 
slowing  in  recent  months  as  the  total  unemployment 
rate  inched  up  to  3.4%  in  June  2001  and  the  rate  of 
job  growth  moderated.  The  total  unemployment  rate 
for  the  first  half  of  the  year  —  January  to  June  —  has 
averaged  3.1%.  Over  the  twelve  months  ending  June 
2001  Massachusetts  added  50,100  jobs,  bringing  total 
jobs  in  the  state  to  a  record  high  of  3,370,200. 
However,  the  pace  of  job  growth  has  slowed 
noticeably  during  2001,  and  the  industry  mix  of  job 
growth  has  changed.  Manufacturing  and  certain 
technology  services  industries  have  posted  significant 
job  losses,  particularly  over  the  past  three  months, 
while  other  sectors  —  including  construction  and  most 
of  the  services  sector  -  have  continued  to  grow. 

Unemployment  insurance  claims  also  reflect  these 
patterns,  with  claims  rising  overall,  and  particularly 
among  workers  in  the  manufacturing  and  technology 
services  sectors.  Over  22%  of  the  claimants  in  June 
2001  previously  worked  in  the  manufacturing  sector, 
which  is  nearly  twice  this  industry's  share  of  total 
employment  in  Massachusetts.  Unemployment 
insurance  claims  averaged  77,100  per  week  during 
the  second  quarter  of  2001 ,  just  below  the  first  quarter 
average  of  83,200  per  week,  but  well  above  the 
comparable  quarter  in  recent  years. 


The  Economic  Research  Office  of  the 
Massachusetts  Division  of  Employment 
and  Training  prepares  this  report. 
Questions  can  be  directed  to  DET  at 
(617)626-6600 
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At  the  end  of  July  2001,  Unemployment  Insurance 
Trust  Fund  reserves  were  $2,014  billion.  This  is  $39 
million  higher  than  the  $1,975  billion  balance  on  hand 
in  July  2000,  but  we  do  not  expect  to  see  further 
growth  in  the  Trust  Fund  this  year. 


ASSUMPTIONS  USED  IN  THIS 
FORECAST 


DET  utilizes  independent  economic  outlooks  as  the 
forecast  for  Massachusetts.  The  benefit  financing 
simulations  in  this  report  are  based  on  the  average  of 
the  RFA  and  the  DRI-WEFA  forecasts  issued  in  June 
2001. 

The  assumptions  used  in  this  report  are  arrayed  below 
and  compared  to  the  assumptions  used  to  produce  the 
prior  two  simulations  published  in  our  January  2001 
and  May  2001  reports. 


Wage  &  Salary  Total  Unemployment 

Growth  (%)  Rate(%) 

01/01        05/01  08/01  01/01  05/01  08/01 

2001  5.5          5  5  6.4  2.7  2.9  3.2 

2002  5.2          5.1  5.0  3.0  3.2  3.8 

2003  4.9          5.5  5.1  3.2  3.2  3.8 

2004  4.6          5.1  4.8  3.3  3.2  3.8 

2005  4.4          5.0  4.6  3.4  3.1  3.8 


01/01 

Labor  Force 

05/01 

08/01 

2001 

3,309,200 

3,299,500 

3,340,700 

2002 

3,329,800 

3,326,600 

3,371,100 

2003 

3,352,000 

3,354,100 

3,398,100 

2004 

3,378,700 

3,383,100 

3,426,000 

2005 

3,405,200 

3,410,700 

3,452,000 

Wage  and  salary  growth  for  2001  is  estimated  at 
6.4%,  up  slightly  from  the  5.5%  estimates  used  for 
the  January  and  May  simulations.  The  current 
projected  wage  and  salary  growth  rate  of  5.0%  for 
2002  is  0.1%  below  the  May  assumption  of  5.1%. 
The  estimates  for  2003  through  2005  are  also  slightly 
lower  than  the  previous  estimates,  with  5.1%  growth 
for  2003,  4.8%  for  2004  and  4.6%  annual  growth  for 
2005.  Actual  annual  wage  and  salary  growth  has 
been  higher  than  the  assumptions  used  by  DET  for 
several  years,  but  the  recent  moderation  in  the  growth 
of  jobs  is  in  line  with  these  estimates. 

The  current  report's  projection  for  the  total 
unemployment  rate  for  2001  is  3.2%,  0.6%  above  the 
actual  2.6%  rate  for  2000  and  0.3%  above  the  2.9% 
estimate  for  this  year  contained  in  our  May  report. 
The  forecast  has  the  total  unemployment  rate  moving 
up  to  3.8%  for  the  rest  of  the  outlook  ~  2002  through 
2005.  While  we  believe  that  this  forecast  may  be 
overly  pessimistic  for  the  outyears,  it  is  our  policy  to 
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rely  on  independent  economic  outlooks  without 
modifying  them,  and  we  will  therefore  do  so  again 
with  the  current  report's  forecast.  At  3.8%,  the  rate  is 
0.6%  higher  than  the  previous  estimates  for  2002 
through  2004  and  0.7%  above  the  May  estimate  for 
2005. 

The  outlook  for  the  Commonwealth's  labor  force  is 
for  slightly  higher  growth  in  2001  than  the  previous 
estimate.  The  current  report's  projected  annual 
average  labor  force  of  3,340,700  for  2001  is  104,100 
or  3.2  %  higher  than  the  2000  level  of  3,236,600.  The 
annual  labor  growth  for  2002  of  30,400  is  just  above 
the  annual  labor  force  growth  estimate  used  in  the 
May  report.  The  annual  growth  in  the  labor  force  for 
the  remaining  three  years  of  the  outlook  -  2003, 
2004,  2005  —  are  virtually  the  same  as  previous 
estimates.  The  labor  force  is  projected  to  reach 
3,452,000  by  2005. 


2001  OUTLOOK 


The  2001  outlook  for  moderate  labor  force  growth, 
moderate  growth  in  wages  and  salaries,  higher  total 
unemployment  and  a  noticeable  increase  in 
unemployment  insurance  claims  concentrated  among 
workers  in  the  manufacturing  and  technology  services 
industries,  generates  an  expected  year-end  Trust  Fund 
balance  of  $1,965  billion.  This  is  a  downward 
revision  of  $148  million  from  DET's  May  estimate  of 
$2,113  billion  and  it  would  give  us  a  closing  balance 
that  is  essentially  the  same  as  we  started  the  year 
with. 

Employer  contributions,  based  on  special  Schedule 
"B",  are  now  estimated  at  $812  million,  $17  million 
less  than  the  estimate  published  in  DET's  May  report. 
Employer  contributions  plus  interest  earnings  of  $132 
million  will  bring  in  combined  revenues  of  $944 
million  during  2001.  The  increase  in  unemployment 
insurance  claims  and  payment  activities  during  the 
year  are  now  expected  to  result  in  net  outlays  of  $980 
million,  $129  million  more  than  DET's  previous 
estimate  of  2001  outlays  and  $236  million  more  than 
the  2000  actual  outlays  of  $744  million. 


|  2002  -  2005  PROJECTIONS  | 

The  simulation  estimates  for  the  2002  to  2005  period 
under  current  law  are  arrayed  in  Table  1 . 

The  simulation  shows  employer  contributions  for 
2002  triggering  to  Schedule  "C",  absent  legislative 
intervention  to  set  rates  on  a  different  schedule  next 
year.  This  would  represent  an  increase  over  present 
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special  Schedule  "B"  rates.  It  should  be  noted  that  we 
expect  the  level  of  reserves  used  in  determining  the 
rate  schedule  for  2002  to  be  on  the  low  end  of  the 
Schedule  "C"  range.  It  is  possible  that  higher  than 
anticipated  benefit  outlays  in  August  and  September 
could  trigger  Schedule  "D"  in  2002. 

For  2002,  the  current  report's  projected  increase  in 
unemployment  is  expected  to  increase  outlays  to 
$1,095  billion,  $114  million  more  than  our  previous 
report's  2002  outlay  estimate  of  $981  million.  The 
2002  year-end  Trust  Fund  balance  is  expected  to  be 
$1,957  billion,  $252  million  less  than  our  previous 
estimate,  published  in  May  and  substantially  identical 
to  the  year's  estimated  opening  balance  of  $1,965 
billion. 


With  higher  levels  of  unemployment  claims  activity 
now  projected  to  remain  throughout  the  forecast 
period,  Trust  Fund  reserves  are  now  expected  to  be  in 
the  range  of  $1.8  billion  to  $1.9  billion  over  the  entire 
period  2003  to  2005,  while  Schedule  "D"  is  likely  to 
be  triggered  in  each  of  these  years.  If,  as  we  suspect 
will  be  the  case,  the  Massachusetts  economy  actually 
performs  better  in  these  years  than  our  current  outside 
economic  forecast  is  predicting,  then  the  Fund's 
performance  will  be  better  than  is  now  predicted. 
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Table  1 

PROJECTION  2001-2005 
Massachusetts  Benefit  Financing  Simulation 


Private  Contributory  Trust  Fund  Account*  (All  $  in  Millions) 


2000 

2001 

2002 

2003 

2004 

2005 

Balance,  January  1 

$1,808 

$2,001 

$1,965 

$1,957 

$1,975 

$1,941 

Income 

$812 

$812 

$960 

$1,071 

$1,078 

$1,075 

Trust  Fund  Interest 

$124 

$132 

$127 

$126 

$128 

$122 

Outlays 

$744 

$980 

$1,095 

$1,178 

$1,240 

$1,333 

Balance,  December  31 

$2,001 

$1,965 

$1,957 

$1,975 

$1,941 

$1,805 

Schedule 

B** 

B** 

C 

D 

D 

D 

Average  Cost/Employee 

$322 

$327 

$367 

$411 

$410 

$406 

*The  Trust  Fund  income,  outlays  and  balances  exclude  special  "Reed  Act"  funding  made  available  in  1999,  2000  and 
2001  by  Congress  to  States  for  the  administration  of  the  unemployment  insurance  program.  These  funds,  temporarily 
deposited  by  Treasury  in  States'  UI  Trust  Funds,  may  only  be  used  for  administrative  functions  and  cannot  legally  be 
used  for  the  payment  of  benefits.  The  amount  excluded  from  the  December  31,  2000  balance  is  $4.7  million. 


**  Under  Chapter  175  of  the  Acts  of  1998,  rates  under  Schedule  "B"  are  reduced  by  0.075%  below  what  would  have  been 

the  case  under  prior  law. 

Figures  may  not  add  because  of  rounding. 


Table  2 

Economic  Assumptions  Based  on  Average  RFA  &  DRI  Forecasts  and  Massachusetts  Simulation 


Benefit  Financing  Simulation  Output 


2000 

2001 

2002 

2003 

2004 

2005 

Total  Covered  Payroll  ($Billions) 

$116.4 

$122.8 

$129.5 

$137.8 

$146.0 

$154.5 

Contributory  Payroll  ($Billions) 

$30.5 

$30.5 

$31.7 

$32.2 

$32.7 

$33.1 

Covered  Employment  (Thousands) 

3,215 

3,257 

3,298 

3,324 

3,352 

3,377 

Nominal  Contribution  Rate  ($10,800) 

2.7% 

2.6% 

3.1% 

3.4% 

3.3% 

3.3% 

Contributory  Wage  Proportion 

26.2% 

24.8% 

24.5% 

23.4% 

22.4% 

21 .4% 

Solvency  Assessment 

0.24% 

0.29% 

0.50% 

0.56% 

0.65% 

0.74% 

Contributions  as  %  of  Total  Payroll 

0.70% 

0.66% 

0.74% 

0.78% 

0.74% 

0.70% 

Total  Unemployment  Rate 

2.6% 

3.2% 

3.8% 

3.8% 

3.8% 

3.8% 

Insured  Unemployment  Rate 

1 .9% 

2.4% 

2.5% 

2.4% 

2.4% 

2.4% 

Figures  may  not  add  because  of  rounding. 
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THE  UNEMPLOYMENT  INSURANCE 
TRUST  FUND 


The  September  30,  2001  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was 
$1,981  billion.  The  private  contributory  account 
balance  was  $1,902  billion  and  the  governmental 
contributory  account  balance  was  $79  million. 


CURRENT  CONDITION  OF  THE  FUND 


The  Commonwealth's  economy  continued  to  show 
signs  of  slowing  during  the  July  through  September 
quarter  with  the  total  unemployment  rate  averaging 
3.9%  for  the  quarter,  compared  to  the  record  low 
2.6%  for  the  same  quarter  last  year.  Over  the  twelve 
months  ending  September  2001,  Massachusetts  added 
29,800  jobs  for  a  0.9%  rate  of  growth  above  the  level 
one  year  ago.  The  total  number  of  jobs  was 
3,367,800  in  September  2001.  The  manufacturing 
and  transportation  sectors  posted  over-the-year  job 
losses,  while  construction,  services  and  finance, 
insurance  and  real  estate  continued  to  post  gains. 
However,  neither  the  total  unemployment  rate  nor  the 
jobs  data  for  September  2001  reflect  the  impact  of  the 
September  11th  terror  attacks  on  the  United  States. 
All  subsequent  evidence  points  to  a  marked 
deterioration  of  the  labor  market  since  the  1 1th. 

During  the  month  of  October,  new  unemployment 
insurance  claims  averaged  6,800  per  week,  well 
above  the  5,400  new  claims  per  week  average  for  the 
third  quarter  of  2001,  and  more  than  double  the  3,200 
new  claims  per  week  averaged  during  the  month  of 
October  a  year  ago.  At  the  end  of  September  2001, 
reserves  in  the  Fund's  private  contributory  account,  at 
$1,902  billion,  stood  $87  million  below  the  $1,989 
billion  balance  that  existed  as  of  September  30,  2000. 
This  change  is  an  early  sign  of  the  downward 
direction   in   which   the   Fund   is   now  heading. 
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and  Training  prepares  this  report. 
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ASSUMPTIONS  USED  IN  THIS 
FORECAST 


DET  utilizes  independent  economic  outlooks  as  the 
forecast  for  Massachusetts.  The  benefit  financing 
simulations  in  this  report  are  based  on  the 
Economy.com  (previously  known  as  RFA)  forecast 
issued  in  October  2001. 

The  assumptions  used  in  this  report  are  arrayed  below 
and  compared  to  the  assumptions  used  to  produce  the 
prior  two  simulations  published  in  our  August  2001 
and  May  2001  reports. 


Wage  &  Salary 

Total  Unemployment 

Growth  (%) 

Rate  (%) 

05/01 

08/01 

11/01 

05/01 

08/01  11/01 

2001 

5.5 

6.4 

5.2 

2.9 

3.2  3.7 

2002 

5.1 

5.0 

1.5 

3.2 

3.8  5.2 

2003 

5.5 

5.1 

5.5 

3.2 

3.8  4.7 

2004 

5.1 

4.8 

5.1 

3.2 

3.8  4.3 

2005 

5.0 

4.6 

4.4 

3.1 

3.8  4.3 

05/01 

Labor  Force 

08/01 

11/01 

2001 

3,299,500 

3,340,700 

3,339,000 

2002 

3,326,600 

3,371,100 

3,336,000 

2003 

3,354,100 

3,398,100 

3,361,500 

2004 

3,383,100 

3,426,000 

3,384,300 

2005 

3,410,700 

3,452.000 

3,406,500 

Wage  and  salary  growth  for  2001  is  now  estimated  at 
5.2%,  down  considerably  from  the  6.4%  estimate 
used  for  the  August  report's  simulation  and  a  clear 
reflection  of  the  disinflationary  effects  that  are 
expected  to  result  from  the  current  economic 
downturn.  The  present  report's  projected  wage  and 
salary  growth  rate  of  1.5%  for  2002  is  markedly 
below  the  5.0%  growth  rate  forecasted  for  2002  in 
our  August  report,  and  this  virtual  "no-growth" 
projection  for  the  upcoming  year  reflects  both  an 
anticipated  flattening  of  wage  inflation  in 
Massachusetts  as  well  as  a  very  soft  employment 
picture  next  year.  The  current  report's  wage  and 
salary  growth  estimates  for  2003  and  2004,  however, 
are  slightly  higher  than  our  previous  estimates,  with 
5.5%  growth  now  projected  for  2003  and  5.1% 
forecast  for  2004.  Annual  wage  and  salary  growth  for 
2005  is  now  expected  to  be  4.4%,  slightly  lower  than 
4.6%  rate  used  in  our  August  report. 

The  present  report's  projected  annual  average 
unemployment  rate  for  2001  is  3.7%,  up  0.5%  from 
our  August  report's  estimate  of  3.2%  and  0.3% 
higher  than  the  3.4%  actual  average  year-to-date  rate 
posted  through  September  30th.  Our  current  forecast 


has  the  total  unemployment  rate  moving  up  quite 
noticeably  next  year,  to  an  annual  average  of  5.2%  for 
2002  with  even  higher  monthly  figures  expected  in 
the  winter  months.  The  total  unemployment  rate  for 
the  outyears  -  2003  through  2005  -  is  expected 
under  the  present  report's  forecast  to  remain  relatively 
high,  with  rates  now  projected  at  4.7%  for  2003,  and 
4.3%  for  2004  and  2005. 

The  current  report's  outlook  for  the  Commonwealth's 
labor  force  in  2001  is  virtually  the  same  as  was 
projected  in  our  August  report,  with  the  present  report 
projecting  the  2001  labor  force  to  average  3,339,000, 
while  our  August  report  projected  a  number  of 
3,341,000.  For  2002,  however,  our  current  report 
projects  a  decline  in  the  size  of  the  labor  force,  of 
some  3,000  workers  compared  to  the  expected  2001 
figure,  and  fully  35,000  compared  to  our  August 
report's  projected  2002  numbers.  This  decline  next 
year  --  which,  like  the  slow  wage  and  salary  growth 
projected  for  2002  is  another  classic  characteristic  of 
an  economy  in  a  downturn  —  is  expected  to  be 
followed  by  a  resumption  of  growth  at  moderate  rates 
during  the  years  2003  through  2005,  with  the  labor 
force  reaching  3,406,500  in  2005. 


2001  OUTLOOK 


Actual  data  through  October,  which  reflected  a 
rapidly  accelerating  pattern  of  job  losses  and  UI  claim 
filings,  coupled  with  the  outlook  for  higher  total 
unemployment  going  forward  and  concomitant 
continued  increases  in  unemployment  insurance 
claims  through  the  end  of  the  year,  generates  an 
expected  2001  year-end  Trust  Fund  balance  of  $1,713 
billion.  This  is  a  downward  revision  of  $252  million 
from  DET's  August  estimate  of  $1,965  billion  and 
$288  million  below  the  actual  calendar  year  2000 
year-end  balance  of  $2,001  billion. 

Employer  contributions  this  year,  based  on  special 
Schedule  "B",  are  now  estimated  at  $816  million,  $4 
million  more  than  the  estimate  published  in  DET's 
August  report.  Employer  contributions  plus  interest 
earnings  of  $130  million  will  bring  in  combined 
revenues  of  $946  million  during  2001,  virtually  the 
same  as  the  previous  report's  estimates.  However, 
increases  in  unemployment  insurance  claims  and 
payment  activities  during  the  year  are  now  expected 
to  result  in  net  outlays  of  at  least  $1,234  billion.  This 
level  of  expenditure  is  $254  million  more  than  DET's 
previous  outlay  estimate  of  $980  million  for  2001 
published  in  our  August  report,  and  $490  million 
more  than  the  year  2000' s  actual  outlays  of  $744 
million. 
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2002  PROJECTIONS 
AND  OPTIONS 


For  2002,  projected  increases  in  unemployment  are 
expected  to  raise  benefit  outlays  to  $1,456  billion, 
more  than  $200  million  above  this  year's  $1,234 
billion  outlay  estimate.  However,  the  uncertainty  of 
the  national  and  state  economic  outlooks  may  yet 
result  in  even  higher  levels  of  unemployment 
insurance  claims  and  benefit  outlays  for  2002  than 
those  indicated  in  the  estimates  published  in  this 
report.  On  the  other  side  of  the  coin,  we  believe  that 
the  current  Economy.com  economic  forecast  upon 
which  this  report  is  based  is  overly  pessimistic  in  its 
assessment  of  the  probable  condition  of  the 
Massachusetts  labor  market  in  the  years  2003  through 
2005.  It  is  quite  possible  that  the  benefit  payout 
estimates  now  forecasted  for  those  years,  which  run 
between  $1.3  billion  and  $1.4  billion,  are  higher  than 
what  will  actually  occur. 

Absent  legislative  intervention  to  set  the  rate 
Schedule  next  year,  current  law  would  require 
contribution  rates  be  set  at  Schedule  "D"  for  2002. 
Under  Schedule  "D",  employer  contributions  would 
be  $1,054  billion  in  2002,  an  increase  of  $238  million 
over  2001  revenues  of  $816  million.  The  "triggering" 
of  Schedule  "D"  rather  than  "C"  in  2002  is  a  direct 
result  of  the  deterioration  of  the  Massachusetts  labor 
market  over  the  past  three  months.  As  a  result  of 
steadily  increasing  benefit  outlays  during  the  months 
of  August  and  September,  the  Trust  Fund's  balance  as 
of  the  September  30  statutory  rate  triggering 
computation  date  was  about  $70  million  below  what 
would  have  been  needed  to  trigger  Schedule  "C". 

Fortunately,  we  do  not  need  to  settle  for  a  triggered 
rate  increase  next  year.  The  House  has  proposed  to 
freeze  rates  at  the  current  special  Schedule  "B",  while 
the  Senate  has  gone  a  small  step  further,  and  has 
proposed  a  modest  $30  million  reduction  in 
contribution  rates,  to  a  proposed  new  so-called 
Schedule  "A+".  The  Swift  Administration  has 
proposed  an  $80  million  rate  reduction,  to  Schedule 
"A",  in  legislation  filed  in  the  Spring  of  this  year. 

Estimates  for  employer  contributions  for  2002  under 
all  of  these  alternatives  are  arrayed  on  Table  1A. 
The  estimates  for  employer  contributions  would  be 
$815  million  for  2002  under  the  House-passed  special 
Schedule  "B"  (virtually  the  same  as  2001 
contributions),  $784  million  using  the  Senate's 
Schedule  "A+",  and  $727  million  under  a  true 
Schedule  "A".    With  outlays  the  same  --  at  $1,456 
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billion  -  under  all  options,  the  resulting  year-end 
Trust  Fund  balances  would  be:  $1,169  billion  under 
special  Schedule  "B",  $1,137  billion  under  Schedule 
"A+",  and  $1,079  billion  under  true  Schedule  "A". 

With  our  economy  operating  in  what  has  now 
formally  been  labeled  a  "recession"  by  academic 
economists,  and  with  all  three  of  the  rate  Schedule 
options  discussed  above  likely  to  leave  the  UI  Fund's 
2002  closing  balance  with  at  least  $1  billion  in 
reserves,  the  preferred  rate  Schedule  for  next  year  in 
our  view  is  that  which  provides  the  greatest  cost  relief 
to  Massachusetts  businesses.  This  is  true  Schedule 
"A",  which  would  cut  the  average  cost  per  employee 
to  $286,  an  11%  reduction  below  the  $321  average 
cost  that  would  result  from  merely  freezing  costs  at 
Schedule  "B",  and  7%  lower  than  the  $308  average 
cost  that  would  result  from  reducing  rates  to  the  new 
so-called  Schedule  "A+". 

Any  of  these  alternatives,  however,  would  clearly  be 
much  preferred  to  the  29%  cost  increase  that 
Massachusetts  businesses  would  experience  if  rates 
were  allowed  to  "trigger"  up  to  Schedule  "D". 


2003  -2005  PROJECTIONS 


The  simulation  estimates  for  the  2002  to  2005  period 
under  current  law  are  arrayed  in  Table  1 . 

With  continued  higher  levels  of  unemployment 
claims  activity  projected  to  persist  throughout  the 
2003  to  2005  forecast  period  under  the  outside 
economic  forecast  we  have  adopted  for  this  report, 
Trust  Fund  reserves  would  hover  in  the  range  of  $1.2 
billion  to  $1.3  billion  throughout  this  period,  while 
Schedule  "E"  would  likely  be  triggered  in  each  of 
these  years.  If,  as  we  suspect  will  be  the  case,  the 
Massachusetts  economy  actually  performs  better  in 
these  years  than  our  current  outside  economic  forecast 
is  predicting,  then  the  Fund's  performance  will  be 
better  than  is  now  predicted. 

Finally,  as  is  our  practice  each  year,  we  have  included 
information  comparing  the  estimated  2001  cost  per 
employee  and  the  June  2001  trust  fund  balances  as  a 
percent  of  total  wages  for  all  fifty  states  as 
supplements  to  this  report.  They  can  be  found  on 
pages  6  and  7. 
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Table  1 

PROJECTION  2001-2005 
CURRENT  LAW 
Massachusetts  Benefit  Financing  Simulation 


Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


2000 

2001 

2002 

2003 

2004 

2005 

Balance,  January  1 

$1,808 

$2,001 

$1,713 

$1,414 

$1,340 

$1,337 

Income 

$812 

816 

$1,054 

$1,197 

$1,220 

$1,212 

Trust  Fund  Interest 

$124 

$130 

$103 

$88 

$87 

$84 

Outlays 

$744 

$1,234 

$1,456 

$1,359 

$1,309 

$1,418 

Balance,  December  31 

$2,001 

$1,713 

$1,414 

$1,340 

$1,337 

$1,215 

Schedule 

B** 

B** 

D 

E 

E 

E 

Average  Cost/Employee 

$322 

$320 

$414 

$466 

$471 

$465 

*The  Trust  Fund  income,  outlays  and  balances  exclude  special  "Reed  Act"  funding  made  available  in  1999,  2000  and 
2001  by  Congress  to  States  for  the  administration  of  the  unemployment  insurance  program.  These  funds,  temporarily 
deposited  by  Treasury  in  States'  UI  Trust  Funds,  may  only  be  used  for  administrative  functions  and  cannot  legally  be 
used  for  the  payment  of  benefits.  The  amount  excluded  from  the  December  31,  2000  balance  is  $4.7  million. 

**  Under  Chapter  175  of  the  Acts  of  1998,  rates  under  Schedule  "B"  are  reduced  by  0.075%  below  what  would  have  been 

the  case  under  prior  law. 

Figures  may  not  add  because  of  rounding. 


Table  2 

Economic  Assumptions  Based  on  Economy.com  Forecast  and  Massachusetts  Simulation 


Benefit  Financing  Simulation  Output 


> 

2000 

2001 

2002 

2003 

2004 

2005 

Total  Covered  Payroll  (SBillions) 

$116.4 

$122.0 

$122.7 

$130.8 

$138.8 

$145.8 

Contributory  Payroll  (SBillions) 

$30.5 

$30.6 

$30.7 

$31.4 

$32.0 

$32.3 

Covered  Employment  (Thousands) 

3,215 

3,249 

3,243 

3,275 

3,304 

3,324 

Nominal  Contribution  Rate  ($10,800) 

2.7% 

2.6% 

3.5% 

3.9% 

3.8% 

3.8% 

Contributory  Wage  Proportion 

26.2% 

25.1% 

25.0% 

24.0% 

23.1% 

22.1% 

Solvency  Assessment 

0.24% 

0.34% 

0.92% 

0.92% 

0.95% 

1 .00% 

Contributions  as  %  of  Total  Payroll 

0.70% 

0.67% 

0.86% 

0.92% 

0.88% 

0.83% 

Total  Unemployment  Rate 

2.6% 

3.7% 

5.2% 

4.7% 

4.3% 

4.3% 

Insured  Unemployment  Rate 

1 .9% 

2.7% 

3.2% 

2.8% 

2.7% 

2.7% 

Figures  may  not  add  because  of  rounding. 
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Table  1A 

PROJECTIONS 
2002  SCHEDULE  OPTIONS 


Private  Contributory  Trust  Fund  Account*  (All  $  in  Millions) 


Current  Law 

HB4531 

SB2151 

HB4095 

Balance,  January  1 

$1,713 

$1,713 

$1,713 

$1,713 

Income 

$1,054 

$815 

$784 

$727 

Trust  Fund  Interest 

$103 

$97 

$96 

$95 

Outlays 

$1,456 

$1,456 

$1,456 

$1,456 

Balance,  December  31 

$1,414 

$1,169 

$1,137 

$1,079 

Schedule 

D 

B** 

A+ 

A 

Average  Cost/Employee 

$414 

$321 

$308 

$286 

**  Under  Chapter  175  of  the  Acts  of  1998,  rates  under  Schedule  "B"  are  reduced  by  0.075%  below  what  would  have  been 
the  case  under  prior  law. 
Figures  may  not  add  because  of  rounding. 

Schedule  D  -  Current  Law 

Schedule  B**  —  House  4531  would  continue  the  use  of  special  Schedule  B  for  2002 

Schedule  A+  —  Senate  proposal  for  new  schedule  that  is  halfway  between  Schedule  A  and  regular  Schedule  B 
Schedule  A  —  House  4095,  Governor  Swift's  proposal,  would  set  rates  on  Schedule  A 
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UNEMPLOYMENT  INSURANCE  AS  A  COST  OF  DOING  BUSINESS: 
STATES  RANKED  BY  ANNUAL  COST  PER  EMPLOYEE 

(New  England  and  Industrial  States  Capitalized) 
Source:  Calendar  Year  2001  Estimated  Average  Tax  Rates 


Washington 

$488 

Alaska 

$467 

RHODE  ISLAND 

$  375 

Oregon 

$  360 

NEW  JERSEY 

$353 

MASSACHUSETTS 

$320 

PENNSYLVANIA 

$306 

MAINE 

$298 

NEW  YORK 

$285 

MICHIGAN 

$264 

West  Virginia 

$259 

Nevada 

$251 

FLORIDA 

$240 

rONNFCTTCT  IT 

$  235 

Hawaii 

$  231 

Idaho 

$220 

Wisconsin 

$212 

CALIFORNIA 

$208 

North  Dakota 

$  195 

Iowa 

$  194 

ILLINOIS 

$  193 

Delaware 

$  186 

Arkansas 

$  181 

Kansas 

$  \lA(Medi 

VERMONT 

$  171 

Montana  $  163 

Wyoming  $  160 

New  Mexico  $  159 

Kentucky  $  144 

Minnesota  $  144 

TEXAS  $143 

Maryland  $  142 

Louisiana  $  140 

OHIO  $  130 

Missouri  $  126 

Indiana  $  125 

Tennessee  $  122 

Alabama  $  1 14 

South  Carolina  $  1 1 1 

Mississippi  $  99 

NORTH  CAROLINA  $  93 

Colorado  $  75 

NEW  HAMPSHIRE  $  71 

Arizona  $  65 

Utah  $  57 

Nebraska  $  55 

South  Dakota  $  48 

Virginia  $  35 
)            Georgia                            •       $  35 

Oklahoma  $  26 


Computed  by  DET  based  on  US  Dept.  of  Labor,  UIS  Division  of  Actuarial  Services,  CY  2000  Average  Weekly  Wage  from  Financial  Handbook  394  and 
Estimated  Average  Employer  Contribution  Rates  for  2001 
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SOLVENCY  OF  STATE  TRUST  FUNDS 
JUNE  30,  2001  TRUST  FUND  BALANCES 


State 


CALIFORNIA 

NEW  JERSEY 

MICHIGAN 

PENNSYLVANIA 

OHIO 

FLORIDA 


Balance 
($000's) 


$6,412,589 
$3,232,514 
$2,942,453 
$2,855,302 
$2,177,648 
$2,158,689 


As  Percent  of 
2000  Total  Wages 
1.28% 
2.30% 
2.12% 
1.94% 
1.51% 
1.23% 


MASSACHUSETTS 


$2,035,389 


1.75% 


ILLINOIS 

Washington 

Georgia 

Wisconsin 

Oregon 

Louisiana 

Indiana 

NEW  YORK 

Virginia 

Arizona 

NORTH  CAROLINA 

Maryland 

Tennessee 

TEXAS 

Colorado 

Iowa 

South  Carolina 
CONNECTICUT 
Mississippi 
Kentucky 
Utah 

New  Mexico 

Minnesota 

Oklahoma 

Nevada 

Kansas 

Alabama 

Missouri 

MAINE 

NEW  HAMPSHIRE 

Delaware 
Hawaii 
VERMONT 
RHODE  ISLAND 

Idaho 
Arkansas 
West  Virginia 
Alaska 
Wyoming 
Montana 
Nebraska 
South  Dakota 
North  Dakota 


$1,933,192 

$1,913,599 
$1,762,325 
$1,719,760 
$1,527,169 
$1,508,711 
$1,475,454 
$1,341,784 
$1,046,105 
$1,038,427 
$965,725 
$904,126 
$817,243 
$803,833 
$798,275 
$765,594 
$747,081 
$733,734 
$696,234 
$643,637 
$597,903 
$578,547 
$551,407 
$542,65 1 
$513,087 
$504,398 
$392,746 
$391,785 
$364,238 
$339,833 
$324,690 
$324,064 
$305,060 
$293,983 
$244,465 
$244,409 
$232,787 
$207,693 
$184,402 
$174,923 
$165,018 
$46,947 
$22,190 


1.04% 

2.40% 
1.60% 
2.58% 
3.66% 
3.70% 
1.97% 
0.45% 
1.08% 
1.74% 
0.99% 
1.40% 
1.22% 
0.30% 
1.17% 
2.42% 
2.52% 
1.17% 
3.11% 
1.59% 
2.49% 
4.03% 
0.74% 
1.75% 
1.83% 
'1.46% 
0.92% 
0.60% 
2.97% 
1.96% 
2.65% 
2.70% 
4.80% 
2.62% 
1.98% 
1.02% 
1.73% 
3.06% 
4.05% 
2.33% 
0.88% 
0.69% 
0.41% 


*  Massachusetts  trust  fund  balance  and  total  wages  reflect  private  contributory  account  only. 
Major  industrial  and  New  England  states  appear  in  bold  uppercase 


SOURCE:  U.S.  Department  of  Labor,  Employment  and  Training  Administration,  UIS  Division  of  Actuarial  Services 
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Massachusetts  Unemployment 
Trust  Fund  Reserves 
December  31 


SMillions 

$2,001 


1995  1996  1997  1998  1999  2000  2001 


THE  UNEMPLOYMENT  INSURANCE 
|  TRUST  FUND  | 

The  December  31,  2001  Massachusetts 
Unemployment  Insurance  Trust  Fund  balance  was 
$1,705  billion.  The  private  contributory  account 
balance  was  $1,625  billion  and  the  governmental 
contributory  account  balance  was  $80  million. 


CURRENT  CONDITION  OF  THE  FUND 


The  slowdown  in  the  Commonwealth's  economy 
continued  through  the  end  of  the  year  with  the  total 
unemployment  rate  reaching  4.3%  in  November,  an 
increase  of  1.8  percentage  points  above  the  November 
2000  rate  of  2.5%.  Over  the  twelve  months  ending 
November  2001,  total  jobs  in  Massachusetts  stood  at 
3,349,800,  virtually  the  same  as  the  November  2000 
level.  The  manufacturing  and  business  services 
sectors  posted  the  most  over-the-year  job  losses, 
while  construction  and  non-business  services 
continued  to  show  very  modest  gains. 

During  December  2001  unemployment  insurance 
claims  activities  were  substantially  higher  than  the 
previous  year,  with  new  claims  averaging  10,485  per 
week  and  weekly  continued  claims  averaging 
115,703.  Holiday  layoffs  and  shutdowns  were 
stronger  this  year  and  contributed  to  the  high 
December  claims  activities.  December's,  benefit 
payments  of  $158  million  for  the  private  contributory 
account  were  $7  million  higher  than  the  $151  million 
in  benefit  payments  for  the  entire  last  three  months  of 
the  year  2000.  At  the  end  of  December  2001, 
reserves  in  the  Fund's  private  contributory  account,  at 
$1,625  billion,  were  $376  million  below  the  $2,001 
billion  balance  that  existed  at  the  beginning  of  the 
year. 


The  Economic  Research  Office  of  the 
Massachusetts  Division  of  Employment 
and  Training  prepares  this  report. 
Questions  can  be  directed  to  DET  at 
(617)  626-6600 
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ASSUMPTIONS  USED  IN  THIS 
FORECAST 


DET  utilizes  independent  economic  outlooks  as  the 
forecast  for  Massachusetts.  The  benefit  financing 
simulations  in  this  report  are  based  on  the 
Economy.com  (previously  known  as  RFA)  forecast 
issued  in  December  2001.  Estimates  for  the  year  2006 
represent  our  own  extrapolation  of  the  Economy.com 
forecast  trends  through  2005,  the  last  year  covered  by 
their  forecast. 

The  assumptions  used  in  this  report  are  arrayed  below 
and  compared  to  the  assumptions  used  to  produce  the 
prior  two  simulations  published  in  our  November 
2001  and  August  2001  reports. 


Wage 

&  Salary 

Total  Unemployment 

Growth  (%) 

Rate(%) 

08/01 

11/01 

01/02 

08/01 

11/01 

01/02 

2002 

5.0 

1.5 

0.8 

3.8 

5.2 

5.3 

2003 

5.1 

5.5 

5.4 

3.8 

4.7 

4.9 

2004 

4.8 

5.1 

5.4 

3.8 

4.3 

4.4 

2005 

4.6 

4.4 

4.4 

3.8 

4.3 

4.4 

2006 

n/a 

n/a 

4.2 

n/a 

n/a 

4.3 

08/01 

Labor  Force 

11/01 

01/02 

2002 

3,371.100 

3,336,000 

3,362,300 

2003 

3,398,100 

3,361,500 

3,390,200 

2004 

3,426,000 

3,384,300 

3,412,300 

2005 

3,452,000 

3,406,500 

3,433,600 

2006 

n/a 

n/a 

3.454.600 

Wage  and  salary  growth  for  2002  is  now  estimated  at 
0.8%,  down  from  the  1.5%  estimate  used  for  the 
November  report's  simulation.  This  virtual  "no- 
growth"  projection  for  this  year  reflects  both  an 
anticipated  flattening  of  wage  inflation  in 
Massachusetts,  as  well  as  a  very  soft  employment 
picture.  The  current  report's  wage  and  salary  growth 
estimate  of  5.4%  for  2003  is  slightly  lower  than  the 
5.5%  used  in  the  November  report.  The  2004  outlook 
of  5.4%  is  0.3%  higher  than  the  previous  estimate 
while  the  2005  estimated  growth  of  4.4%  remains  the 
same  as  the  November  estimate.  The  trend  estimate 
for  2006  is  4.2%  growth  in  wages  and  salaries. 


The  present  report's  projected  annual  average 
unemployment  rate  for  2002  is  5.3%,  up  0.1%  from 
our  November  report's  estimate  of  5.2%  and  higher 
than  the  3.7%  actual  average  rate  posted  for  2001. 
The  total  unemployment  rate  for  the  outyears  --  2003 
through  2006  -  is  expected  under  the  present  report's 
forecast  to  remain  relatively  high,  with  rates  now 
projected  at  4.9%  for  2003,  4.4%  for  both  2004  and 
2005  and  4.3%  for  2006. 


The  current  report's  outlook  for  the  Commonwealth's 
labor  force  in  2002  is  similar  to  the  level  projected  in 
our  August  report,  with  the  present  report  projecting 
the  2002  labor  force  to  average  3,362,300,  while  our 
August  report  projected  a  number  of  3,371,100.  For 
2003,  our  current  report  projects  a  moderate  growth 
in  the  labor  force  of  some  27,900  workers  above  the 
projected  2002  figure.  Moderate  growth  in  the  labor 
force  is  expected  for  the  remainder  of  the  outlook 
period,  2003  through  2006,  with  the  labor  force 
reaching  3,454,600  in  2006. 


2002  OUTLOOK 


Despite  many  signs  that  the  Massachusetts  economy 
is  likely  to  begin  growing  again  in  the  second  quarter 
of  2002,  job  losses,  seasonal  shutdowns,  and  layoffs 
will  keep  unemployment  insurance  claims  high 
through  the  spring.  These  levels  of  claims  activity  are 
expected  to  result  in  benefit  payments  of  SI. 5 10 
billion  over  the  course  of  2002,  nearly  $200  million 
more  than  $1,319  billion  spent  in  2001.  Employer 
contributions  based  on  special  Schedule  "B"  are 
estimated  at  $821  million,  virtually  the  same  as  the 
estimate  of  $815  million  published  in  DET's 
November  report.  Employer  contributions  plus 
interest  earnings  of  $85  million  will  bring  in 
combined  revenues  of  $906  million  during  2002. 
With  a  starting  balance  for  the  year  of  $1,625  billion, 
these  income  and  expenditure  dynamics  generate  a 
projected  closing  balance  for  2002  of  $1,021  billion. 
This  is  a  downward  revision  of  $148  million  from  the 
DET's  published  November  2001  estimate  of  $1,169 
billion  for  the  calendar  year  2002  closing  balance. 
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2003  -2006  PROJECTIONS 


The  simulation  estimates  for  the  2003  to  2006  period 
under  current  law  are  arrayed  in  Table  1 . 

The  current  outlook  is  for  gradually  declining  levels 
of  total  unemployment  but  relatively  high  levels  of 
unemployment  claims  over  the  years  2003  to  2006 
under  the  outside  economic  forecast  and  trend 
estimates  adopted  for  this  report.  Under  this  rather 
pessimistic  scenario,  high  claims  activity,  coupled 
with  moderate  growth  in  the  labor  force  and  moderate 
wage  and  salary  growth  and  higher  employer 
contributions,  generate  Trust  Fund  reserves  in  the 
range  of  $1.0  billion  in  the  years  2003  through  2006. 
With  high  levels  of  benefit  payments  and  lower  Trust 
Fund  reserves,  Schedule  "F'  would  likely  be 
triggered  in  each  of  these  years.  Employer 
contributions  on  Schedule  "F'  plus  modest  interest 
earnings  throughout  the  forecast  period  would  keep 
the  year-end  reserves  at  the  $1.0  billion  level.  If,  as 
we  suspect  will  be  the  case,  the  Massachusetts 
economy  actually  performs  better  in  these  years  than 
our  current  outside  economic  forecast  is  predicting, 
then  the  Fund's  performance  will  be  better  than  is  now 
predicted. 
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Table  1 

PROJECTION  2002-2006 
CURRENT  LAW 
Massachusetts  Benefit  Financing  Simulation 


Private  Contributory  Trust  Fund  Account  (All  $  in  Millions) 


2001 

2002 

2003 

2004 

2005 

2006 

Balance,  January  1 

$2,001 

$1,625 

$1,021 

$976 

$1,063 

$1,042 

Income 

$811 

$821 

$1,323 

$1,381 

$1,361 

$1,353 

Trust  Fund  Interest 

$132 

$85 

$60 

$64 

$67 

$66 

Outlays 

$1,319 

$1,510 

$1,428 

$1,358 

$1,449 

$1,549 

Balance,  December  31 

$1,625 

$1,021 

$976 

$1,063 

$1 ,042 

$912 

Schedule 

B** 

B** 

F 

F 

F 

F 

Average  Cost/Employee 

$320 

$322 

$513 

$531 

$520 

$514 

*The  Trust  Fund  income,  outlays  and  balances  exclude  special  "Reed  Act"  funding  made  available  in  1999,  2000  and 
2001  by  Congress  to  States  for  the  administration  of  the  unemployment  insurance  program.  These  funds,  temporarily 
deposited  by  Treasury  in  States'  UI  Trust  Funds,  may  only  be  used  for  administrative  functions  and  cannot  legally  be 
used  for  the  payment  of  benefits.  The  amount  excluded  from  the  December  31,  2001  balance  is  $5.4  million. 


**  Under  Chapter  175  of  the  Acts  of  1998,  rates  under  Schedule  "B"  are  reduced  by  0.075%  below  what  would  have  been 
the  case  under  prior  law. 
Figures  may  not  add  because  of  rounding. 


Table  2 

Economic  Assumptions  Based  on  Economy.com  Forecast  and  Massachusetts  Simulation 


Benefit  Financing  Simulation  Output 


2001 

2002 

2003 

2004 

2005 

2006 

Total  Covered  Payroll  ($Billions) 

$119.7 

$122.7 

$130.8 

$139.1 

$146.2 

$153.4 

Contributory  Payroll  (SBillions) 

$30.4 

$30.8 

$31.5 

$32.1 

$32.4 

$32.7 

Covered  Employment  (Thousands) 

3,251 

3,255 

3,288 

3,317 

3,337 

3,357 

Nominal  Contribution  Rate  ($10,800) 

2.6% 

2.7% 

4.4% 

4.3% 

4.2% 

4.1% 

Contributory  Wage  Proportion 

25.4% 

25.1% 

24.1% 

23.1% 

22.2% 

21.3% 

Solvency  Assessment 

0.34% 

1 .00% 

1 .06% 

1 .08% 

1 .08% 

1.18% 

Contributions  as  %  of  Total  Payroll 

0.68% 

0.67% 

1.01% 

0.99% 

0.93% 

0.88% 

Total  Unemployment  Rate 

3.7% 

5.3% 

4.9% 

4.4% 

4.4% 

4.3% 

Insured  Unemployment  Rate 

2.7% 

3.3% 

2.8% 

2.7% 

2.7% 

2.7% 

Figures  may  not  add  because  of  rounding. 
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